





THE CREDIT MANUAL OF COMMERCIAL LAWS 


1940 Edition 


1 ; Ac dium of laws and facts and ‘de to these use 
WHAT 1s it? compendium of laws and facts and a guide to their use 


in commercial transactions - - - It covers all state and 
Federal laws relating to the sale of goods, the granting of credit, and the collection of 
accounts. It gives you the laws in their entirety or their essential points. It gives you 
explanations, interpretations, rulings, to aid you in understanding their business sig- 
nificance, and outlines procedures that are in accordance with them. It gives a large 
body of useful data in handy reference form. 


W H E N can I use it? Constantly; at the moment when infor- 


mation is most needed - - - Whenever 
you need a legal groundwork for interpreting orders; making contracts; handling ship- 
ments; doing business in other states: doing business with government agencies or 
special forms of enterprise; dealing with bankrupts; collecting accounts; etc. Whenever 
you are puzzled as to best business practice to protect vour interests—to put you on a 
firm legal footing. 


W H E; R E, ean I use it 9 In the credit, collection, accounting, 


legal, sales, and administrative de- 
partments of your business - - - Scores of opportunities for its consultation will arise, not 
only by the credit man, but also by all concerned with relations with customers. 


HOW ean I use it? For quick, practical answers to questions 

’ on commercial laws and legal procedures 
- - - Does this clause on the letterhead affect us? What form of lien notice is required 
in Michigan? Is this a valid warehouse receipt? Is it a question of title to the goods? 
Or a matter of fair trade practice? The digested and classified information in the 
Manual will give you direct help on hundreds of points even more divergent in scope 
than these. 


W HY - h O uld I use it? To save trouble, time, and money - - - 


Its 32-vear record of widespread use 
shows that the Manual performs a real service. It has repaid its cost to others many 
times over, in preventing missteps and losses, in producing more collectable accounts, 
in enabling them to proceed with safety and assurance in many transactions. It will 
do the same for you. 


HAVE THE AID THIS PRACTICAL WORKING TOOL CAN GIVE—-— 
and 


SAVE ONE-THIRD ON THE PRICE BY ORDERING NOW 


Pre-Publication Price, to Members only, $4.25 (Regular price, $6.50) 
also 
FREE, if vou send check with order 
64-page reprint of important new chapter, “Libel”? and 100 Tested Collection Letters 
This offer limited to acceptance by November 10th—Closes soon! 


SEND YOUR ORDER TODAY 
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“Col mec london young Slee 


I'LL BUTCHER IT MYSELF” 





F your customers bought this way, they might 

save a few pennies per pound, but they would 
spend far more for meat. Whether a housewife 
wants a tenderloin steak, a rib roast, or some 
hamburger, she naturally takes advantage of 
your services as an immediate source of supply 
for any meat product. 


Neither her icebox nor her means permit her to 
buy meat on a wholesale basis. And you justify 
your slight profit many times over in service, con- 
venience, and careful buying which safeguards the 
customer’s pocketbook and health. 


When the retail meat dealer buys insurance from 
the experienced agent or broker of a stock insur- 
ance company, he does not say, ‘‘$50 worth of 
insurance, please.’’ He asks for and gets the advice 
and full services of an expert purchasing agent in 
the complex insurance field, like himself an expert 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


When writing to advertisers please mention Credit @ Financial Management 


middleman. No worries about uncovered risks 
that might wreck a business. 


* * * 


Because we believe so thoroughly in the services 
of an expert middleman whether wholesale or 
retail meat dealer, insurance agent or broker, 
we refuse to accept business direct. because it 
is not in the interest of the Company or the 
assured to do so. When you buy National Surety 
Fidelity Bonds, Surety Bonds, Burglary or 
Forgery Insurance through your local insurance 
agent or broker, you deal with a customer and 
friend who is a fellow member and supporter of 
the American Business System. 





@ This is a reprint of an advertisement of a stock 
insurance company directed to the independent 
business men in the meat business in your city. 
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SECURITY Ps LIQUIDITY 


Condition of U. S. Branch — June 30, 1939 


I ik te ee 
Liabilities . . . KSytqacen 7,719,114.23 


*SURPLUS TO POLICYHOLDERS 
(Including Statutory Deposit of $400,000) . $ 7,3 74,036.35 


owned, the total Admitted Assets would be increased to $16,105,546.58 and 


{* On the basis of June 30, 1939 market quotations for all bonds and Sand | 
the Surplus to Policyholders to $8,386,432.35. 





$1.96 of Total Assets for every $1.00 
of Liabilities 


$1.70 of Deposited and Trusteed Assets 
for every $1.00 of Liabilities 


$1.03 in Cash and U. S. Government Securities 
for every $1.00 of Liabilities 


$1.19 in Cash and U. S. Government ‘Securities 
for every $1.00 of Reserve for 
Unearned Premiums 














Over 97% of all investments are in American securities and no bonds held 
are in default either as to principal or interest and with two minor exceptions 
all stocks owned are dividend paying stocks. 


Of the total assets above mentioned $13,112,820 (of which cash and U. S. Government 
securities amount to $7,184,229) are deposited with state officials and the United States corpor- 
ate trustee for the SOLE protection of “North British” policyholders and creditors in the 
United States, including the District of Columbia, Alaska and Hawaii. Such deposited and 
trusteed assets cannot be used for any other purpose without the written consent of the 
Superintendent of Insurance of the State of New York. 


Remaining assets of $1,980,330 consist of cash for operating purposes, accounts receivable 
from agents and others, and accrued interest on investments. 





NORTH BRITISH & MERCANTILE INSURANCE CO., Ltd. 
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Social Insecurity! 


The gold-rush days are not over. The 49-ers of yesterday 

are supplanted by the 39-ers (aged 50 or 60) of today. 

“ Their covered prairie schooner is replaced with the elec- 

tioneering sound truck. But the heedless, headlong haste— 

with little regard to difficulties to be encountered—to acquire 
personal financial security is similar in both periods. 


Election Day, this November, finds at least two states— 
California and Ohio—witnessing a vote as to whether or not 
an old-age pension plan of liberal payments should be part 
of the state’s social security program. The appeal of the two 
plans is closely similar although the methods of operation and 
amounts involved differ somewhat. 


Few will wish to deny our aged people, who are in want, 
the necessities of living. But provision of such support must 
be based on the ability of the rest to carry the financial burden. 
And here these up-to-date variations of the Townsend Plan 
and other near-Utopian panaceas witness worthy sentiment 
brought face-to-face with economic reality. 


Both California and Ohio are wealthy states. Their farms 
and factories supply markets throughout the country and in 
many parts of the world. 


Can they, however, carry an added financial burden of hun- 
dreds of thousands of dollars? 


Their pioneer historical background implies a realization 
of the cost of the material gains they have developed over 
the years since their lands were first opened to white settlement. 


Will the present voting generations disregard the wealth 
their states possess in human and natural resources and turn 
to a will-of-the-wisp program that can quickly bring a tem- 
porary halt to their further progress? - 


The first Tuesday after the first Monday in November will 
answer these questions. It is to be hoped—both for the future 
of the nation as well as for these two great states—that these 
social insecurity schemes will be overwhelmingly rejected. 
That accomplished, the forces of private initiative and self- 
reliance will once again be able to carry on toward the goal 
of sound social security that will one day be gained by work 
but cannot be achieved by legislative fiat. 


HENRY H. HEIMANN 
Executive Manager, N.A.C.M. 









You may be thinking of a delinquent 
customer: “‘If he only knew my prob- 
lem, he’d surely make a real effort to 
clear up his account.”’ 

And perhaps he’s saying of you: 
“If that credit manager understood 
my situation, he’d undoubtedly 


be more co-operative.” 


Long Distance gets rid of 
Credit “Iis”’ 


When writing to advertisers please mention Credit © Financial Management 
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Why not talk it over by Long Distance? 
It is personal, tactful, direct . . . often 
helps to reach a satisfactory agreement. 

And it’s invaluable, too, for secur- 
ing credit references and ironing out 
complaints—quickly. The low rates 


make Long Distance a profitable 






investment on many occasions. 








Credit Man’s Responsibilities 


How He Fits in Business Machine. 


H. T. Riddick, The Osborn Manufacturing Co., Cleveland 


that the credit man’s responsibilities and opportuni- 

ties depend to a great extent on the company he 

works for. And I might add on the credit man him- 
self. Credit men of my acquaintance run all the way from 
credit clerks to treasurers of their companies. Faced with 
this situation we will have to strike a happy medium and 
discuss the subject as it applies to the average credit man. 
One who is neither a credit clerk nor an officer of his 
company. 

The subject naturally fell apart when I began to think 
about it, with the result, I have for convenience in dis- 
cussion, separated the responsibilities from the opportuni- 
ties, and further divided the responsibilities into responsi- 
bilities to his company, responsibilities to his profession, 
and responsibilities to himself. 

As the guardian of his company’s receivables, the credit 
man has a heavy responsibility to his company. Much 
heavier I think than is usually recognized by management. 
It is his responsibility to collect those receivables, and to 
make that possible a lot of preparation and study must be 


made to make sure they are collectible before they become 
receivables. 


* In my association with credit men, I have learned 
Vi 


His Greatest Responsibility 


The credit man’s most important responsibility, I be- 
lieve, is checking orders received. It is there his job is 
made difficult or more difficult. It takes only a few 
words to say that, but it isn’t really that easy when you 
consider the training, knowledge, and information neces- 
sary to do that simple job successfully. ‘Those of you 
who have been in credit work long, know that your credit 
losses are born when the order is checked. Careful check- 
ing reduces your bad debt loss and makes a big reduction 
in your collection problems. To insure this careful check- 
ing of orders, it is your responsibility to surround your- 
self with competent and efficient help, well trained in 
credit matters. To provide sufficient and reliable credit 
information so that the extension of credit to your com- 
pany’s customers can be made with intelligence and des- 
patch. 

The N. A. C. M.’s slogan “That Credit Losses are 
due to lack of knowledge, rather than poor judgment” is 
good reasoning. I agree with it, but I want to add that 
many credit losses are due to lack of care and attention. 
Important accounts of course get a great deal of atten- 
tion, their orders are checked carefully, but I wonder how 
many smaller orders we have all passed in the last month 
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in a hurry, or on a hunch, not willing to give the time or 
incur the expense of a credit investigation. 


Must Use Information Available 


If an account is lost after you have secured all the 
available information and used the best judgment you 
had, you shouldn’t feel bad about it. The Gods can do 
no more. The time to feel disturbed is when you have 
both the information and good credit judgment and fail 
to use either of them. That, I believe, is a weak spot in 
the credit man’s armor. The answer, of course, is to give 
each order the best you have, and then your action can be 
justified, whether you collect the account or not. 

The credit man ‘has a responsibility to his company to 
build and maintain the good will of their customers. 
Your job must be done, of course, but it can be done with 
tact, and you want to be sure that in any situation that 
arises you are right, that reason, common sense, logic 
and business ethics are on your side. Never guess or 
work on a hunch, but “Be sure you are right, and then 
go ahead.” 

The credit man has a responsibility to his company to 
prepare himself for his job. This is a continuing process. 
No one is ever fully educated. There is always more to 
be learned about any job or profession. This is a moving 
world, and what you knew yesterday may not be true to- 
day. It goes without saying that the successful credit 
man must know about credit practice, commercial law, 
letter writing, business organizations, et cetera. In addi- 
tion to this, any knowledge gained, whether it appliés 
directly to your job or not broadens your vision, improves 
your judgment. 


Must Know His Sales Area 


It is the credit man’s responsibility to be fully posted 
on the news of the day. You are interested in everything 
that affects your customers. We have had several out- 
standing instances in the last few years such as floods in 
Pennsylvania, drought in the Middle West, storms and 
floods in the New England states. In many sections of 
the country you need to know whether crops are good or 
bad. The price of farm products affects your customers 
ability to pay. Several years ago our business was affected 
by the fruit fly in Florida. Disease epidemics in the lowly 
kine affects our business with dairy supply houses. 

It is the Credit Man’s responsibility to know as much 
as he can about world affairs. Activities in other parts of 
the world affect your job. \With war in Europe, some 
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lines of business are expanding rapidly while 
others will decline. Your customers will be 
affected, you should know who they are and 
be governed accordingly. Those of us who 
do some foreign business have been tremen- 
dously concerned of late about foreign credits, 
marine insurance, war risk insurance, lack of 
ships to carry our goods, and the possibility 
of those ships reaching their destination. To 
add to the confusion, we are faced with fluc- 
tuating money in many countries, and the pos- 
sibility of securing dollar exchange to pay for 
our products. Truly the Credit Man need 
never be lonely, as his responsibilities are 
many. 

To quote from a famous ex-president, Ted- 
dy Roosevelt, “Every professional man owes 
part of his time to the upbuilding of the pro- 
fession to which he belongs.” It behooves us, 
therefore, to give part of our time to our local 
National Association. To take a part in all 
its activities. If there are some things you 
don’t like, it is your Association, you know, 
and you have the power to make whatever 





changes you want. Your ideas must be sound, “Guarding the Nation’s Profits” is the big opportunity of the Credit Profession. Oppor- 


of course, to get others to go along with you. 

You may be one of those individuals who 
ask, “what do I get out of it.” The funda- 
mental law of life is, “As you give so shall 
you receive; as you sow, so shall you reap.” The people 
who get the most out of life are not those who ask what 
do I get, but what can I give. By giving of your time 
to your Association you will get a greater knowledge of 
the work done by your profession. You will increase your 
value to your company. You will acquire a broader 
perspective, and be a better man to live with at home 
and abroad. 

You have a definite responsibility to support the activ- 
ities of your profession by using Credit Interchange pro- 
vided by and for credit men. You have an obligation to 
use the collection service provided to carry on the work 
inaugurated by credit men for their own protection. Place 
your claims with your own organization, where service 
and results are the paramount issue, and not merely the 
earning of a fee. 


Vigilance Against Fraud 


The credit man is a crusader for a great cause for the 
immediate and ultimate benefit of everybody, except, of 
course, the credit crooks. Credit losses through failures, 
fraud, and other causes, must be paid by somebody, and 
your eternal vigilance reduces those payments. Credit 
organizations are judged by the acts of the individual 
credit man. It is your responsibility, therefore, to do your 
job with intelligence, knowledge, your best judgment, and 
on a plane of ethics above reproach to do honor to your 
profession. 

We will not dwell on the responsibility of the credit 
man to himself as we are all well aware that we have a 
duty to ourselves to make the most of our circumstances, 
surroundings and qualifications. We are told we can 
acquire knowledge, attain poise, cultivate logic and reason, 
but we are born with our intelligence and there is nothing 
we can do to add to it. It is up to us as individuals, 
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tunities generally bring obligations as well to those who lead the way 


therefore, to do the best we can with what we have. 


You owe it to yourself to be ever keen and alert. For- 
ever asking why and getting the answer. You owe to 
yourself the development of your powers of observation, 
your imagination. To develop your vision (call it dreams, 
if you like) to see the things that are not there, but could 
be there through your efforts and determination. Some 
men spend all their lives dreaming. Others in doing. 
Combine the two, dream first, make your plans, then 
follow through with action and plenty of it, and accept 
that God given responsibility of being a man among men. 


The Credit Man’s Opportunities 


The opportunities of the credit man are better, I believe, 
than in other comparable positions. He is more or less in 
the heart of the business to begin with, and is naturally 
interested in production, sales, and finance. All of these 
phases of business have a bearing on his job. Any cus- 
tomer dissatisfaction with the product, or any delay in 
factory service to them immediately affects your collec- 
tions. Your customer is not going to be eager to pay on 
time if he receives a defective product, or is held up by a 
delayed delivery. 


The aims of your sales organization and the credit de- 
partment should be the same. Both departments want to 
sell all the goods they can get the money for. The method 
of selling, sales terms, future datings, all have a bearing 
on your job. High pressure sales are hard to collect. Un- 
less the sales are clean cut on definite terms, the Credit 
Man is faced with complaints, adjustments, and deduc- 
tions that cannot be allowed. 

In the credit man’s close alliance with the financial de- 
partment, he of course has a great interest in the financial 
policy of his company. The credit man’s best oppor- 
tunities are usually in this phase of his business. He is 
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interested in his company’s position in the trade. It is 
important to him how his house is regarded in the business 
world. Well known names carry prestige that gives 
weight to the credit man. A discounting house is the best 
backing you can have. The confidence, the assurance you 
get with the knowledge that you are asking your custom- 
ers to do the thing that you do as a common practice is 
of unestimable value to the man who must write collec- 
tion letters. 


Self-starters Needed 


The credit man being interested in all ac:ivities of busi- 
ness, this naturally gives him opportunities in almost every 
direction, depending on his aptitude and the kind of work 
he prefers. With vision, knowledge, and above all a de- 
sire (not just a willingness), to work hard, I am con- 
vinced that the credit man’s opportunities are almost un- 
limited. Regardless of rumors you may hear to the con- 
trary, business is still looking for self starting, self pro- 
pelling men and women with vision, initiative, aggressive- 
ness, and with the necessary motive however to follow 
through. 

To give you an example of the credit man’s oppor- 
tunities, I will relate a recent experience. I am well 
acquainted with a credit man in Cleveland who works for 
a medium size manufacturing company. I spent several 
hours with him this summer on the golf course. Talking 
shop as most credit men do when they get together, he 
gave me some very interesting facts on a credit man’s 
opportunities. 

In working with his ledgers last year, he noticed that 
many customers who had bought a desirable volume in 
1937 had bought nothing at all in 1938. As a result, he 
went through 4,000 ledger cards and wrote down in 
longhand the names of those companies, how much they 


bought in 1937, the date of the last sale and what they 
bought. 


Imagination Helps Sales 


He presented one copy of this information to the sales 
manager, and another to his superior oficer. Immediately 
things began to happen. The President learned of it 
through the treasurer and much business was recovered 
through that credit man’s imagination. 

This credit man tells me that only a short time later 
he was called in the president’s office and told their sales 
promotion had been neglected and he wanted him to step 
in the picture and develop a sales promotion department. 
The result is, that today this man is neck deep in sales 
promotion, and market analysis as a side line to his credit 
work. Credit Men and Credit Women, the opportunities 
are there if you will but go after them. 

In conclusion, I want to call your attention to an 
article written by Elsie Robinson in her column “Listen 
World.” I clipped this from our daily paper about a 
year ago, and it comes out of my desk file every month 
to keep it fresh in my mind. I quote: 

“Do you want to stay young, active, eager and mag- 
netic? Want to keep your enthusiasm and your place 
in the big parade. Want to be as vital at 60 as you 
were at 16. It can be done. It has been done. There’s 
one way of doing it, and only one. Make life hard for 


yourself. Keep life hard for yourself. Choose a job 
that hurts.” 
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It’s the Hard Job That is Best 


This, of course, isn’t the sort of job that most of us 
are looking for. Anything but. We want a soft snap, 
easy hours, easy pay, no interference or difficult demands. 
We are trained to desire that sort of a job when we're 
youngsters. Constantly we hear of “lucky people” who 
have jobs like that. If, eventually, we landed such a 
job for ourselves, we think we are sitting pretty. But 
as a matter of fact, we couldn’t be sitting worse. 

There’s nothing that will put you out of the running 
quicker than a soft snap. Minds need difficulties in their 
schedules, just as bodies need roughage in their diet. You 
can’t keep physically fit without exercise, fresh air, cold 
water, coarse and wholesome food. You can’t keep men- 
tally fit, without conflict, criticism, danger, disappoint- 
ment, failure, humiliation, constant and everlasting pres- 
sure. Grit in your food keeps fat off your waistline, grief 
in your work keeps it off your brain. Make things easy 
for a man, protect him from all trouble, and he becomes 
just so much complacent beef-on-the-hoof. 

If you want to keep young and fit, pick a program that 
hurts. An easy life is never a happy one, nor a healthy 
one. It has no perspective, nothing to stimulate it, 
nothing to make it proud. The most petted and protected 
people are always the most peevish. Keep hustling, that’s 
the first law of life for every living thing. Don’t let 
yourself be comfortable. Don’t let yourself feel safe. 
Constantly set up more difficult and dangerous tasks for 
yourself. Never let yourself say, “Well, now I can take 
things easy.” The minute you begin to take things easy, 
that minute you are cooked. When you stop doing, you 
start dying. You may not know you’re dying, but it’s a 
cinch every one else will. 
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Surveys Distribution Costs 


Twentieth Century Fund Finds 59 Cents Out of 


Consumer’s Dollar Goes for Distribution 


Perhaps one of the oldest and most controversial 
questions in trade is—‘‘Why does it cost so much?” 
os The Twentieth Century Fund, an independent 
research organization, set out to find the answer to 
at least a part of this question. Some 18 months ago this 
group set for itself the problem—‘“Does distribution cost 
too much?” A survey issued by this organization early 
in September sets forth the findings of this extensive 
research work. The factual findings of this survey have 
been reported in a book entitled, “Does Distribution Cost 
Too Much?” by Paul W. Stewart, marketing expert of 
Anderson, Nichols Associates, and J. Frederic Dewhurst, 
economist for the Twentieth Century Fund. 

The chief single fact to emerge from the survey is that 
in today’s America it costs considerably more on the 
average to distribute goods than it does to make them. 
The special research staff found that out of every dollar 
spent by the consumer, about fifty-nine cents goes for 
the services involved in distribution and only forty-one 
cents for the service in production. 

On a dollars and cents basis, then, distribution occupies 
a larger and more important area of our total economy 
than production. This fact in itself furnishes a basis for 
the entire study, which goes on to look at the distribution 
system as a whole, to find out what changes have taken 
place in recent times and to examine the efficiency of its 
various working parts. 

Some idea of the size of the distribution system needed 
to perform greatly enlarged functions is obtained by an 
analysis of commodity distribution in the year 1929, when 
a larger volume of goods was produced, distributed, and 
consumed in the United States than in any other year 
before or since. ‘The research staff estimates that the 
total amount paid by household consumers and other 
“terminal buyers” for finished goods in that year was 
nearly $66,000,000,000. Of the total, “available 
evidence seems to indicate that slightly more than 
$27,000,000,000 was the cost of producing goods and 
somewhat less than $39,000,000,000 was the cost of dis- 
tributing them.” 

The survey covers the subject of credit costs in distri- 
bution under the general title “The Costs of Facilitating 
Agencies”—in other words, selling costs. At the time 
the survey was prepared the recent Bad Debt Loss Survey 
by the Marketing Research Division of the Department 
of Commerce in cooperation with the National Associa- 
tion of Credit Men had not yet been issued. The only 
available figures previous to this recent survey by the 
Department of Commerce were covered in the Mercantile 
Credit Survey covering the year, 1930. 

On the subject of credit costs in distribution the Twen- 
tieth Century Fund Survey says, 
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Credit costs form a significant part of the total cost 
of distribution. ‘These costs include not only interest 
paid on borrowed funds but the expenses of credit de- 
partments in checking customer risks and collecting bills, 
as well as losses on bad debts. In the last analysis 
these costs, like other distribution costs, enter in one 
way or another into the price the consumer pays for 
finished goods. He pays directly, if he buys on the in- 
stalment plan, and indirectly for the costs incurred by 
distributors in financing their operations. 

How much credit charges add to the cost of distri- 
bution is unknown, but it has been estimated that as 
much as 90 per cent of the total business of manufac- 
turers and wholesalers in done on credit and that at 
least 33 per cent of retail sales are charge accounts or 
instalment purchases. In addition individuals borrow 
considerable sums to finance the purchase of consumer 
goods. The cost of credit is therefore an item of some 
importance in the nation’s distribution bill. 

It is impossible to determine the net amount of capital 
or credit employed in distribution. The capital of one 
producer or distributor, or the credit he obtains from 
a bank or other lender, is usually passed on to his 
customers, and by them to theirs. Producers of raw 
materials and semi-finished goods often ship products 
to their customers knowing that they will not be paid 
for sixty to ninety days or even longer. The producer’s 
capital is necessarily tied up to this extent and the pur- 
chaser has the benefit of that amount of working capital. 
But the latter, after processing or fabricating the goods, 
may in turn extend credit to his wholesale customers, 
possibly in larger amounts and for as long a period. 
The wholesaler also may extend credit to his customers 
—retail stores—but usually for shorter periods than in 
the case of the previous transactions. The chain is not 
yet ended, however, since the retailer may also extend 
credit to his customers, the ultimate consumers. 

For the final stage—retail credit sales to consumers— 
it has been estimated that the interest cost (figured at 6 
per cent of the estimated amount of credit for the length 
of time the average account was outstanding) on total 
credit sales amounting to about $12.6 billion in 1936 
was approximately $241.4 million, or 1.9 per cent of 
net sales. To these sums must be added the interest 
paid by individuals on personal loans used to finance 
purchases of consumer goods, as well as the extra clerical 
and administrative expense incurred by distributors in 
handling credit transactions, and their losses on uncol- 
lectible accounts. 

On the question of bad debt losses it is interesting to 
recall that the recent Bad Debt Loss Survey by the 
Marketing Research Division of the Department of Com- 
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merce shows that in the year, 1938, the bad debt losses 
sustained by wholesalers averaged 0.37 per cent of their 
credit sales. In the same year the bad debt losses by 
manufacturers averaged 0.20 per cent of their total credit 
sales. ‘These percentages, of course, vary in the amount 
of the yearly sales, and the rates for both wholesalers and 
manufacturers also vary according to the kind of mer- 
chandise sold. 


Effect of Consumer Credit 


The Twentieth Century Fund Survey has some inter- 
esting paragraphs on the effects of consumer credit on 
distribution. ‘The long debated question—“Are instal- 
ment sales showing too large a percentage of our national 
business ?””—is discussed in the Twentieth Century Fund 
Survey as follows :— 

What influence has the expanding use of consumer 
credit had on the processes and costs of distribution? 
This question has not yet been adequately explored, and 
until comprehensive data become available it is impos- 
sible to do more than speculate about it. 

The first and most obvious effect of instalment selling 
of course, is to add service and interest charges to the 
price the consumer has to pay. As we have seen, these 
charges are substantial—usually several times as high 
as the return which the same consumer receives on his 
own savings. So far as the individual is concerned, he 
could save money by “borrowing” his own savings and 
“repaying” himself, or by deferring the purchase until 
he has accumulated enough money to pay cash. But 
these alternatives to the “easy payment plan” involve 
either the disadvantage of waiting or the exercise of 
will power, or both. 

The charge for consumer credit, therefore, is what 
the buyer pays for the “economic service” involved in 
providing him now with goods he might otherwise have 
to wait for and in compelling him to save enough to 
pay for them after they have been delivered, rather 
than before. So long as the consumer is aware of the 
alternatives offered to him and fully understands what 
he is paying for and how much he is paying for it, 
consumer credit cannot be regarded as more wasteful 
or unnecessary than any other distributive cost. When 
the credit charges are concealed in the purchase price, 
however, or the buyer is misled or deceived as to the 
terms of the contract, the situation is exactly the same 
as if there were misrepresentation of the nature of the 
product itself. 


Benefits to Buyers 


However, in spite of the fact that some consumers 
could save money by paying cash instead of buying on 
the instalment plan, it is undoubtedly true that many 
families with small incomes would find it difficult or 
impossible ever to accumulate enough money to make 
a lump sum payment for a high-priced article like an 
automobile or electric refrigerator. Without the pos- 
sibility of buying such products with small (and com- 
pulsory) monthly payments many families would be 
unable to own them; and the money they now spend 
for them would be spent for other purposes. On the 
other hand it is undeniable that, from the standpoint 
of the borrower, consumer credit is unwisely extended 
in many cases. With a shrinkage of family income, re- 
payments on the debt contract become a burdensome 
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item in the family budget. But they must be met in 
order to avoid repossession even though this may involve 
curtailment of more necessitous expenditures. 

Instalment financing and consumer credit have un- 
questionably had an important effect in widening the 
market and increasing demand for many kinds of house- 
hold and other durable goods which sell for high unit 
prices. This in turn has probably made possible the 
economies of mass production and resulted in lower 
selling prices than if the market for these goods were 
limited to those able and willing to pay cash for them. 
The effects of consumer credit on prices and costs— 
like those of advertising — are complex and varied. 
While these charges add directly to the price consumers 
pay, the indirect effect of consumer credit has probably 
been to widen the market and thus lower costs and 
prices. 

By stimulating the demand for the kinds of goods 
sold on the instalment plan, consumer credit may cause 
a shrinkage in the demand for other types of goods. 
Here again the effects on consumers’ choices and on the 
distribution of consumer expenditures is not clear, but 
there is some evidence that sales of jewelry and other 
products have been relatively depressed by the develop- 
ment of instalment selling for durable household goods. 
Under certain conditions, however, as when capital 
facilities, labor, and bank credit are in ample supply, 
an increase in the demand for one kind of goods— 
whether induced by consumer credit or by other means 
—will cause an increase, rather than a shrinkage, in the 
demand for other goods. 


Stabilize Buying Power 


Another question which needs investigation is the 
extent to which instalment and other forms of con- 
sumer credit help to stabilize the flow of consumers’ 
purchasing power and the operation of industries and 
trades producing and distributing instalment goods. It 
seems evident that the demand for consumers’ durable 
goods, and therefore production and employment in the 
industries supplying them, would be subject to much 
wider fluctuations through the different phases of the 
business cycle if these goods had to be paid for in full 
on delivery. This in turn might result in higher costs 
and prices. 


Price Spreads of Foods 

Having established a general picture of the distribution 
system as a whole, the research report next proceeds to an 
examination of some of its specific workings. The layman 
is always interested in the difference between what it 
costs to produce a given article and what he, as a con- 
sumer, has to pay for it. 

This spread between the cost of production and the 
selling price is particularly noticeable with food products. 
It costs three or four times as much to bring vegetables 
and fruits from the farm to the dinner table as it does 
to grow them. 

The figures show, for instance, that the farmer got 
seven-tenths of a cent per pound for cabbages in 1935, 
but the housewife had to pay four cents a pound at the 
corner grocery. She paid an average of 5.5 cents for a 
bunch of carrots for which.the farmer received one cent. 
The oranges she bought at an average of 31.8 cents a 
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dozen brought the grower 8.7 cents. In contrast to these 
relatively wide differences, eggs for which the farmer 
received 24.1 cents per dozen were sold at retail for 36.6 
cents per dozen. 


Commenting on these figures, the report says: 

The housewife may wonder why she has to pay more 
than five times the production cost of cabbage, when 
she buys eggs, for instance, for less than twice what 
the farmer gets for them. ‘The answer lies in the fact 
that cabbage and similar vegetables are both bulky and 
perishable, and must often be transported long dis- 
tances from the section in which they were grown. 
Eggs, on the other hand, are not only less bulky and 
perishable, but they are usually produced nearer to the 
place where they are sold, thus saving transportation 
and handling expense. 

Meats carry much smaller margins. The report shows 
it costs less to distribute pork and lamb, for example, 
than the farmer receives for the live product. Citing 
reasons for this, the report says, “The relatively small 
price spread of meats is due to the relative simplicity of 
the processing and to a highly organized and efficient 
system for slaughtering, processing and distributing meat 
products to retail dealers. In addition, the packer covers 
some of his costs through the sale of inedible parts of 
the animal as by-products.” 


Interpreting the Figures 


Canned fruits and vegetables are listed as having price 
spreads of from five to seven times the cost of the prod- 
ucts on the farm. Some of the factors causing this large 
margin are noted: “Preparation and canning is a highly 
seasonal industry subject to the risks of variation in the 
quantity and quality of crops. In addition, the cost of 
containers and cases is high in relation to raw materials. 
Transportation and storage costs are also heavy because 
of the bulkiness and weight of these products and the 
necessity of holding them for long periods.” 


The research staff warns against a superficial inter- 
pretation of price spreads. ‘The report points out that 
retail prices, even in a highly competitive market, some- 
times may be exorbitant; but the staff is careful to say 
that a wide price spread in itself does not necessarily in- 
dicate either waste or excessive profits. “The veriest tyro 
in the retail field,” says the report, “soon learns that he 
may make no profit at all and may even lose the capital 
he has invested in the business, although he takes a seem- 
ingly huge ‘profit’ on every sale he makes.” 


After pointing out that price spreads include costs as 
well as profits, the report shows how price spreads are 
affected by so many factors that they do not furnish an 
accurate measure of the cost of distribution: 


There are infinite variations in the percentage mark-up 
or price spread for similar articles in the same line of trade, 
for identical articles sold through different types of outlets, 
for different qualities of the same kind of product, for 
branded and advertised commodities as distinct from un- 
branded items, and for exactly the same article sold in dif- 
ferent markets or at different times to meet varying com- 
petitive conditions. 


Price Spread of Manufactured Products 
These same considerations hold good in the examina- 


tion of the price spreads of manufactured products. The 


research staff found that manufactured goods, generally 
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speaking, showed somewhat smaller margins than food 
products. The staff found, for instance, that on the 
basis of 1936 figures a standard grade of men’s shoes, 
costing $2.08 to manufacture, retailed at $4.00 per pair; 
while a quart of rye whiskey that cost thirty cents to 
make, retailed at $2.40 per quart (including $1.00 in 
federal tax). With the shoes, the price spread, or mark- 
up, represented 48 per cent of the retail price, while the 
whiskey showed a mark-up (not counting the tax) of 78 
per cent of the retail price. 

The Fund’s survey shows that in 1936 the New York 
City motorist paid an average price of 17.5 cents for a 
gallon of gasoline that cost 5.5 cents at the Gulf port 
where it had been refined. ‘Taxes accounted for five 
cents of the retail price. ‘Transportation to New York, 
and terminal and processing charges added another cent. 
Of the remainder, “the retailer’s margin of four cents 
and the jobber’s of two cents, nearly equalled the total 
cost of producing the gasoline, shipping it by water from 
the Gulf port to New York harbor, and delivering it in 
tank cars to the New York jobber.” 


For cigarettes, figures estimated on the basis of various 
official reports show that in 1937 it cost an average of 
3.86 cents to manufacture the standard pack of twenty 
cigarettes. Added to this was a manufacturer’s profit 
and a federal excise tax of six cents. The pack was sold 
to the jobber at 11 cents, to the retailer at 1244 cents and 
to the public at an average price of 14 cents. In this 
instance, the retailer's margin was only about 11 per cent 
of the selling price, one of the lowest margins reported 
in the whole survey. 


The Role of the Wholesaler 


Any survey of distribution costs would of necessity 
embrace a close scrutiny of wholesaling and jobbing prac- 
tices and their relation to the general price paid by the 
consumer. It has been frequently declared that “the 
wholesaler might well be eliminated from our business 
horizon as he does not play an important role in the main 
cast of the business drama. However, the survey just 
completed by the Twentieth Century Fund indicates that 
much of this railing against the wholesaler is not sup- 
ported by actual facts, and that the wholesaler is found 
to play an important part in the distributive system, and 
that, “if it were not (the role of the wholesaler) per- 
formed by someone, our economy in its present form could 
hardly exist.” 


Price spreads serve to indicate the general area between 
original producer and ultimate consumer in which the 
distribution system operates. En route from producer to 
consumer, goods pass through many hands. ‘Traditional 
first stop—and traditional “devil” blamed for many ills 
of the entire system—is the wholesaler, or other type of 
intermediary trader. 

Figures assembled by the research staff, however, show 
that the toll taken by this much abused “middleman” in 
our economic system amounts to less than one-fifth of 
the total cost of distributing goods from producers to con- 
sumer. It is estimated that in the year 1929 the services 
of wholesalers cost American consumers $7,000,000,000. 
This is 18 per cent of the estimated total bill of $38,500,- 
000,000 for the entire distribution process. 

The $7,000,000,000 cost occasioned by intermediary or 
wholesale trade—the traditional (Cont'd on p. 30) 





WM ck kl ee eee Oe eee 

























NACM Tax Survey Shows 


Big Credit Problems 


Study Just Completed by National Committee on Taxation 


In connection with the 
statements and sugges- 
Wd tions made in this report 

four points are empha- 
sized : 

First, the Association’s tax 
survey was not conducted on 
a “hand-picked” basis nor de- 
signed to support any pre- 
conceived views with regard 
to the tax problem. The 
questionnaire used was com- 
pletely objective and was dis- 
tributed to a segment of the 
Association’s member com- 
panies in a manner which 
would insure that it reached 
a representative cross-section 
of American manufacturing 
and wholesaling activities. 
Most of the replies were re- 
ceived from small or medium- 
sized companies. Only seven 
per cent of the reporting 
companies had an annual 
sales volume in excess of $5,- 


000,000. 


Secondly, this report is not 
drawn to praise or blame 
governmental agencies or 
legislative bodies. It is an 
honest and sincere attempt to 
make known certain impor- 
tant aspects of the tax situa- 
tion which confronts business 
and, with full realization of 
the problems of government 
in connection with the mat- 
ters of taxation, to suggest 
some means by which the 
present difficulties may be re- 
lieved. 





Thirdly, no claim is made 
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FOREWORD 


For several years the National Association of Credit 
Men has carefully observed the growing problems of taxa- 
tion in their relation to credit conditions. Many of these 
problems have become so acute that they now seriously 
threaten to impair the nation’s structure of sound com- 
mercial credit which is a vital force in our economic sys- 
tem. The Association regards this situation as one of the 
major economic problems facing the country—a problem 
which will not be solved without constructive cooperation 
on the part of both government and business. In a spirit 
of such cooperation the Committee on Taxation of the Na- 
tional Association of Credit Men submits information and 
recommendations derived from an objective survey of the 
tax experience of a part of its membership. 

Since its inception in 1896, the National Association of 
Credit Men has manifested an active interest in all mat- 
ters of taxation which affect credit conditions. Nearly two 
years ago it was decided to intensify the Association’s 
activities in connection with tax matters because of the 
increasing difficulties which were being experienced in the 
field of credit administration as a direct result of develop- 
ments in our tax system. A committee on taxation, con- 
sisting of Association members, was organized to concen- 
trate and administer the Association’s tax activities and a 
number of tax committees of local associations have been 
formed throughout the country. The Committee on Taxa- 
tion consists of Messrs. John L. Redmond. New York 
(Chairman), H. E. Kay, Cleveland, Paul A. Pflueger, San 
Francisco, Andrew B. Trudgian, New York and F. S. 
Walden, Salt Lake City. 

The objectives of the Association’s tax activities are, first, 
to discover the elements of our tax system which are detri- 
mental to sound credit conditions, and, secondly, to bring 
those matters to the attention of our governmental ad- 
ministrative and legislative bodies and, whenever possible, 
to recommend means of eliminating the difficulties. This 
report on taxation is intended for that purpose. It is de- 
signed to act as a basis for further study of the tax prob- 
lem and further recommendations, both in connection with 
federal, state, and local taxes. 

We believe that the National Association of Credit Men 
is ideally constituted to render this service both to our 
governmental agencies and to business. The Association 
has a membership of approximately 20,000 manufacturers, 
wholesalers, banks and insurance companies located 
throughout the country. Its membership is an almost com- 
plete cross-section of manufacturing and wholesaling ac- 
tivities. It speaks in the interest of credit conditions gen- 
erally and not for any particular industry or commercial 
group. Its tax activities, like all other phases of its func- 
tions, is aimed at the improvement and stabilization of the 
nation’s structure of commercial credit which, obviously, 
is influenced very materially by the nature of our system 
of taxation. 

HENRY H. HEIMANN, Executive Manager, 
National Association of Credit Men 
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that the facts in this report 
represent a statistically com- 
plete or exact reflection of the 
tax experience of all Ameri- 
can business. The report 
does not cover retailers or 
some of the service occupa- 
tions. It does, however, 
cover a very representative 
group of business companies 
and is, therefore, believed to 
be at least indicative of con- 
ditions which exist generally 
throughout American _busi- 
ness. 


Finally, the report does not 
deal extensively with some 
of the current controversies 
over different philosophies of 
taxation or some of the high- 
ly technical aspects of the 
tax problem. It assumes that 
the necessary first step to- 
ward evolving a tax system 
which will meet our economic 
needs is to find and eliminate 
flaws in the present system 
which retard business activ- 
ity. Until business health 
is restored, and the available 
sources of government rev- 
enue consequently increased 
much of the. controversy 
about tax philosophies will 
remain largely academic. 


In developing the question- 
naire used in this survey it 
was necessary to decide 
whether to use a simple form 
which would be answered by 
a large number of companies 
but would produce only 
a limited amount of data, 
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or a more complete questionnaire which would yield 
fewer replies but more valuable information. The latter 
course was followed and a detailed questionnaire was sent 
to 4,000 companies. Replies were received from 430 
companies, of which 224 furnished complete statistics 
which were suitable for the statistical analyses in this 
report. 

The reporting companies are located in 40 different 
states. ‘Three hundred of them are manufacturers en- 
gaged in 129 different types of manufacturing activity. 
The wholesalers, numbering 130, are engaged in 50 
different fields of wholesaling activity. 


What Companies Gave Figures 


Of the manufacturers the largest number of companies 
in the same industry were 29 manufacturing different 
types of food products; 21 manufacturing various textiles 
and articles of apparel; 13 manufacturing different types 
of heavy machinery; 12 manufacturing various types of 
electrical equipment and seven companies manufacturing 
paints and varnishes. There were from three to seven 
companies engaged in each of the following lines of pro- 
duction: Furniture, men’s and boys’ clothing, printing, 
meat-packing, heating equipment, lumber and building 
materials, specialized machinery, paper products, house- 
hold equipment, chemicals and pharmaceuticals. The re- 
maining manufacturers covered a wide variety of manu- 
facturing activities. 

The largest number of wholesalers engaged in the same 
line of trade were 18 wholesale grocers. There were 12 
hardware wholesalers, nine dry goods wholesalers, nine 
wholesalers of automotive parts and accessories and 10 
wholesalers of electrical equipment. There were between 
three and eight wholesalers of drugs and sundries, paper 
and paper products and building materials. The remain- 
ing wholesalers were extremely diversified. 

Because of the comparatively small number of com- 
panies engaged in the same manufacturing or wholesaling 
activity no attempt was made to break down the statistics 
by industry or trade groups. However, the large number 
of different industrial and commercial activities repre- 
sented tends to make the statistics representative of a wide 
field of American business activity. 


Business Volume Represented 


The manufacturers covered by the survey reported a 
total capitalization of approximately $581,000,000 and a 
total annual net sales volume of approximately $780,- 
000,000. The wholesalers reported a capitalization of 
about $70,000,000 and an annual net sales volume of 
around $232,000,000. ‘Thus the reporting companies 
represented over $650,000,000 of invested capital and an 
annual sales volume of approximately $1,112,000,000. 
The figures given for their annual net sales were an 
approximation of their average business during 1935-’38 
and are, of course, subject to considerable fluctuation. 
The relatively smaller ratio between invested capital and 
annual net sales in the case of the manufacturers was 
caused by the fact that several of the largest manufac- 
turers were engaged in enterprises where the ratio of an- 
nual sales to invested capital is comparatively small. 

As will be seen further in the report, the reporting 
manufacturers have been divided into four groups—the 
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wholesalers into three—based upon the approximate 
amount of their annual net sales. This breakdown was 
made for the purpose of bringing out more clearly the 
tax experience according to the size of the companies. 

Manufacturers of the largest type reported that they 
paid taxes, during the last four years, in an average of 
about 14 states. Manufacturers in the middle-sized groups 
paid taxes in an average of five states. Manufacturers of 
the smallest sized paid taxes in an average of two states 
each. 

Wholesalers in the largest-size category paid taxes in 
an average of three states each. Those in the middle 
bracket of business volume and in the smallest-sized group 
paid taxes in an average of not more than two states. 


Taxes and Credit Conditions 


The effect of taxes and of tax administration upon 
credit conditions is often either overlooked or inade- 
quately considered by students of the tax problem. That 
effect, nevertheless, is direct, important and far-reaching 
in its consequences. It involves not only the amount of 
taxes but the manner in which taxes are imposed. 

It is axiomatic that the application of taxes is strictly 
limited by the law of diminishing returns. It should be 
clearly understood that nothing can be more effective in 
diminishing returns from taxes than the adverse effect of 
those taxes upon the credit standing of the tax payer, 
either an individual or a company. When there is such 
an adverse effect, the result in every case will be to di- 
minish steadily or dry up entirely the source of tax 
revenue. . 

Commercial credit is granted in accordance with the 
ability of the applicant for credit to meet certain stand- 
ards which experience has developed into sound and rea- 
sonable tests of credit capacity. Any company which is 
paying out a steadily increasing part of its profits for 
federal, state and local taxes, must either find some means 
of increasing its income or be forced to present a less satis- 
factory report of its financial condition when requesting 
an extension of credit. That is particularly true in the 
case of smaller companies with comparatively limited 
financial resources. The companies may have a good 
reputation and good prospects but their diminishing profit 
ratio, after payment of taxes, will, nevertheless, impair 
their ability to obtain the amount of credit which may be 
essential to their continued or expanded operations or 
even to their very existence. 

It is not believed that this situation has yet developed 
to an extent where it could not be readily corrected but 
there are unmistakable signs which carry a warning of 
serious conditions in the future if the present trend is not 
recognized and checked. A very considerable number of 
the reports analyzed in this tax survey disclose a trend 
of declining profits accompanied by increasing taxes. No 
capable credit executive could disregard the danger signals 
which are clearly evident in such situations and which 
obviously, in many cases, are direct results of taxes. 

Such a trend in the affairs of a business enterprise 
clearly affects its eligibility for both commercial and bank 
credit. In fact, it is not unlikely that this development 
has materially contributed to the demand for direct gov- 
ernmental financial aid to small business. It may be re- 
marked in that connection, however, that companies whose 
growing tax load makes them less desirable credit risks 
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to private credit grantors are no better risks to the gov- 
ernment. It would be well to consider, in connection with 
government aid to business, the extent to which such aid 
could best be granted by relieving the tax burden where 
it is MOW Most oppressive. 

Credit granting is also affected directly by the efficiency 
or inefficiency of tax administration and collection. The 
credit executive who is considering an application for an 
extension of credit must be able to know the probable tax 
liability of the applicant company and whether or not it 
has fully discharged its tax liabilities. Any unnecessary 
uncertainty which exists in that connection inevitably com- 
plicates the problem of extending credit. Many reports 
received in this survey cite difficulties and losses which 
the reporting companies had experienced in connection 
with the dilatory assessment of taxes on their customers 
or of difficulties experienced in obtaining information re- 
garding their customers’ tax payments. This situation ap- 
pears to be particularly troublesome in connection with 
state and local taxes. 

It is apparent from the facts in this survey that the 
smooth flow of commercial credit which is so essential to 
the maintenance of sound economic conditions is being 
disturbed by the increasing multiplicity of taxes of all 
kinds and by the many burdensome requirements imposed 
upon the taxpayer by public tax bodies. A simplification 
of our tax system would be an important and very neces- 
sary contribution to the stabilization of credit conditions 
and to the prevention of credit losses which are attribut- 
able in one way or another to matters of taxation. 


Summary of Total Tax Payments 

The figures in Tables I and II showing the total tax 
payments of the reporting companies furnish significant 
indications of some changes in the nature of the tax burden 
of those companies during recent years. Possibly the most 
significant fact is that, by 1938, the total Social Security 
taxes paid by manufacturers, except the largest, and by 
all wholesalers, exceeded the total federal normal income 
tax payments of those companies. 

Another striking fact is the sharp increase in the pro- 
portion of total Social Security taxes paid by all types of 
companies, to the total federal taxes paid by those com- 
panies. For example, the percentage of Social Security 
taxes paid by the larger manufacturers, to their total fed- 
eral tax payments rose from 9% per cent in 1936 to 32 
per cent in 1938. The similar percentage figure for 
manufacturers having an annual sales volume from $1.,- 
000,000 to $5,000,000 increased from 12 per cent to 50 
per cent. The percentage for manufacturers having an 
annual sales volume from $500,000 to $1,000,000 rose 
from 17 per cent to 73 per cent, while the increase among 
the smaller-sized manufacturers was from 21 per cent 
to 63 per cent. 

Among the largest-sized wholesalers the increase was 
from 13 per cent to 51 per cent; among the medium- 
sized wholesalers from 12 per cent to 30 per cent and 
among the smaller wholesalers from 16 per cent to 72 
per cent. 

It is evident from these figures that Social Security tax 
payments of the companies considered in the survey ac- 
counted very largely—in some cases almost entirely—for 
the increase in the total federal taxes paid by those com- 
panies for 1938 as compared with federal tax payments 
in 1935. 
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While these figures of total tax payments strikingly dis- 
close the financial burden of taxes on the reporting com- 
panies they merely suggest the increased proportion of 
company profits paid out as taxes, a development which 
is more clearly shown in the part of the report which 
analyzes the percentage of the company’s profits which 
were paid out in all types of taxes. That analysis shows 
sharp increases, during the last four years, in the per- 
centage of profits before taxes which were paid out both 
as federal taxes and as state and local taxes. The amount 
of the increases varied widely. Typical of the experience 
of many of the smaller manufacturers was a firm which 
made $33,000 in profits before taxes in 1935 and paid out 
13% of that amount in federal taxes and 14% in state 
and local taxes. In 1938 the firm had a profit of $10,800 
of which it paid out 52% in federal taxese and 46% in 
state and local taxes. Another small manufacturers, in 
1935, had a profit of $31,000 of which it paid out 14% in 
federal taxes and 7% in state and local taxes. In 1938 its 
profits were $31,500 of which 39% was paid out in fed- 
eral taxes and 13% in state and local taxes. Another 
manufacturer with a 1935 profit of $16,000 paid out 13% 
in federal taxes and 11% in state and local taxes. In 
1938 with a profit of $14,000 it paid out 25% in federal 
taxes and 11% in state and local taxes. Another company 
with a 1935 profit of $17,000 paid out 16% in federal 
taxes and 10% in state and local taxes. In 1938 its 
profit was $15,000 and it paid out 46% in federal taxes 
and 24% in state and local taxes. 

In the case of many of the smaller wholesalers the sit- 
uation was even worse. 

Even greater inroads of taxes into company profits 
were shown in an analysis of 76 of the reporting firms, a 
great many of which paid out, in 1938, as much as 50% 
and more of their profits in federal taxes and from 30 
to 50% of their profits in state and local taxes. Several 
firms actually paid out in 1938 in taxes of all kinds, con- 
siderably more than their profits for that year. 


Social Security Taxes 


A careful examination of the statistics presented re- 
veals the increasingly heavy burden of Social Security 
taxes and suggests that careful consideration bé given to 
the advisability of changing the method by-which those 
taxes are now imposed. The general statistics show clearly 
the very heavy burden which even the present Social Se- 
curity taxes are imposing. ‘This situation is portrayed, 
possibly even more effectively, in a few case studies which 
are presented in this section. 

It seems to be generally assumed that companies are 
able to pass on a considerable part of the amount which 
they are required to pay as Social Security taxes. The 
replies of the reporting companies to a question, asking 
whether Social Security taxes are passed on, disputes that 
general assumption. About 75 per cent of the manufac- 
turers and more than 80 per cent of the wholesalers stated 
that they absorbed their Social Security taxes. Whether 
this situation is nationwide is not known but it is at least 
apparently indicative of the experience of the companies 
reporting in this survey. 


Warning Shown by Figures 


A number of reporting companies showed a steady in- 
crease in the amount of their total Federal taxes in 
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TABLE I 
SUMMARY OF TOTAL TAX PAYMENTS OF 154 MANUFACTURERS AND 106 WHOLESALERS 


1935-1938 
TOTAL FEDERAL TAX PAYMENTS 
Manufacturers Wholesalers 

1935 1936 1937 1938 1935 1936 1937 1938 
Mammen Teanee® Tak... <cccccccceevs $5,242,093 $7,298,379 $8,791,594 $5,507,592 $870,698 $1,415,847 $993,535 $887,520 
All Social 5 Soy neg hie ann Wai —— 1,331,388 4,880,253 5,781,546 —— 262,298 884,239 1,126,003 
ee ee 634,379 809,706 825,240 695,845 122,897 151,767 136,266 124,401 
Unuistributed eee —— 551,031 1,025,803 208,698 —— 137,254 209,203 wae 
ee 3,022,104 3,655,190 3,703,636 3,041,312 9,080 8,996 15,094 10,904 
ES ere 8,902,569 13,545,799 19,224,778 15,230,109 953,231 1,972,163 2,238,337 2,160,989 

TOTAL STATE AND LOCAL PAYMENTS 
Manufacturers Wholesalers 

1935 1936 1937 1938 1935 1936 1937 1938 
NN io sikitnine osc oboe cone $5,310,083 $5,633,365 $6,021,582 $6,202,145 $806,151 $855,960 $962,981 $985,330 
he Re nee eee 857,283 1,052,404 1,096,187 663,583 133,930 296,386 376,966 270,968 
Franchises and Licenses.............. 570,627 632,008 745,412 794,832 101,155 140,661 217,354 170,512 
Capital Stock Ee aceon gee chante 362,377 457.018 436,802 377,883 24,917 30,431 25,380 28,059 
a ete oa a was or ae were 264,778 323,220 455,758 788,013 104,300 157,383 204,537 180,122 
TT ee 352,671 446,997 808,961 972,679 18,337 27,693 41,267 33,718 
Other State one Local Tames... ...8.ed 950,758 1,221,986 1,423,380 1,375,900 73,740 114,080 159,955 117,610 
Total State and Local Taxes.......... 8,668,577 9,768,998 10,988,082 11,174,963 1,262,530 1,622,594 1,988,433 1,786,329 

TABLE II 


SUMMARY OF TOTAL TAX PAYMENTS OF 154 MANUFACTURERS AND 106 WHOLESALERS 
SHOWN BY SIZE OF FIRMS AND PRINCIPAL TAXES 


1935-1938 


(Note: In the tables below the letters A. B. C. D. are used to denote companies in the following size soonee. based on their average annual sales volume) 
—With annual net sales over $5,000,000 

Manufacturers: B—With annual net sales from $1,000,000 to $5,000,000 
C —With annual net sales from $500,000 to $1,000,000 
D—With annual net sales under $500,000 

Wholesalers: A —With annual net sales over $1,000,000 
B —With annual net sales from $500,000 to $1,000,000 
C —With annual net sales under $500,000 


FEDERAL TAX PAYMENTS 


Manufacturers Wholesalers 
NORMAL INCOME TAX 1935 1936 1937 1938 1935 1936 1937 1938 
sy Seika Kee eee hens sinaacewagn $3,621,106 $5,107,725 $6, 383, 161 $4,310,199 irns<s $799,371 $1,257,405 $849,176 $800,139 
i coat at dias’ ind. Oa Oe nd nee Ro a 1,393,275 1,932,533 2,135,030 1,063,105 | 53,604 130,159 103,318 75,323 
Bae Wigs gtnteie Kwa eae a ate /e ‘a 168,675 178,198 180,563 80,798 rien. 17,723 28,283 31,041 12,158 
_ RARER eee Sind aa eer 59,037 79,923 92,840 53,490 
ALL SociaL SECURITY TAXES 
ioe owitnde cimaa Sek eed wae Cee eae $814,429 $2,886,049 $3,502,492 dens $230,468 $777,600 $994,889 
Rina ss oeasAs as abe aricc de sas 434,448 1,702,535 1,940,767 Mi aacs 22,928 71,602 i 
ee en cee cary om 43,634 148,724 164,296 , 8,902 35,037 42,441 
Bee shoe Cis 0 cto swe nad Slice ea bw 38,877 142,945 173,991 
CaPITAL Stock Tax > 
Manis Cas aA ROR Oa ea aa ARS a $453,723 $584,949 $587,606 $488,748 Binds $102,342 $138,246 $122,447 $109,800 
DE UREG oki Ase ok we Nae eRe sem eeate 159,673 198,015 209,819 181,357 Se isi 8,013 10,187 10,305 11,264 
EUs ber acu ak baw i eieigh ahiax.ebinaatea 12,274 15,892 16,310 14,718 _ 2,542 3,344 3,514 3,346 
ee re 8,709 10,850 11,505 11,022 
UNDISTRIBUTED PROFITS TAX 
EER EL ih RE GREETS SORT REET $264,415 $572,925 $169,332 Leta $122,394 $181,442 $12,032 
Ne et b6-&. Gaga a ein & tele weve a cae 263,166 416,246 38,973 | 13,103 14,055 — 
Mrcaih ae ikicee ouk.ds Shaw eSaeies Ga 19,802 16,686 _ esta 1,757 3,706 a 
RE RS Ry ot ee eee 3,648 19,946 393 
OTHER FEDERAL TAXES 
Pisgah ie:5 a4: ANS & wai ake Goa eee $2,279,330 $2,764,809 $3,024,380 $2,378,755 Bec $6,751 $4,779 $8,640 $6,206 
| ROR Ore ee eR eee nee 698,321 747,512 638,592 622,304 Wein 1,567 2,860 4,864 4,054 
RRS ea en ee ee 710,000 930 1,362 1,644 Wertoc 762 1,357 1,590 644 
Dee Ne Prost ien oe sae Cates 843,853 41,939 39,302 38,609 
TOTAL FEDERAL TAXES 
hae cred. § Daa peebaw kee ee med $6,354,059 $8,536,327 $13,454,121 $10,845,526 Bisciecs $768,920 $1,749,283 $1,939,305 $1,923,086 
Dk veh hic chan eee mio cee oases 2,254,950 3,575,779 5,102,322 3,846,501 | ae 63,184 179,237 224,144 179,314 
ee a cotrhale woke teow cis nox 181,659 258,456 362,645 261,457 iets 21,027 43,643 74,888 58,589 
Sr calcd ccuseu tues ukad oes ane euk 111,901 175,237 305,690 276,625 
STATE AND LOCAL TAX PAYMENTS 
Manufacturers Wholesalers 
PROPERTY TAXES 1935 1936 1937 1938 1935 1936 1937 1983 
Dn hg 0 is hicks CMa aw wea $3,794,333 $4,064,615 $4,366,329 $4,486,774 anaes $683,339 $713,020 $824,415 $841,554 
tie chs Wk sim tai 0 divusa A 'o  ae ae ae 1,307,669 1,352,422 1,427,818 1,476,100 Bucee.s 94,595 111,457 106,397 110,522 
Pectin Wen cao hh lanes eam eeeeeG 115,891 121,978 126,047 135,213 Rdeus _ 28,217 31,483 32,169 33,254 
ID kS o hid saute hatin Guk eto 92,190 94,350 101,388 104,058 . 
INCOME TAX 
RRR al pith BR rape ee metal $789,207 $966,158 $984,462 $596,095 Bicacis $129,575 $283,780 $359,680 $259,124 
RESO taiee Ea hte: ? 48,337 57,692 81,094 53,706 | 3,091 10,692 13,777 9,585 
DE Mhe RE NORA REA oe ook ae bees 10,051 15,213 17,554 3,224 Grease 1,264 1,914 3,509 2,259 
DP tore wis cual b's occ 4 an ose 6 9,688 13,341 12,277 10,556 
FRANCHISES OR LICENSES 
Wea iste axes bs cack aula honey disco $427,360 $471,708 $518,774 $593,786 ) $87,184 $120,169 $192,698 $147,537 
ON saicpmd Otbkwbiediannwiaae wha aes oe 126,922 143,473 205,224 178,068 base 10,046 12,448 15,219 16,425 
ELE LE EE AIO 8,305 9,137 11,393 10,367 cee 3,925 8,044 9,457 6,550 
Miki se so ain aheoatoeas seas awe 8,040 7,690 10,021 12,611 
CapPiTAL StocK Tax 
Mi ahraw cs wade sa tide aren ee w sk $326,424 $402,021 $387,451 $324,397 Biases $19,947 $24,014 $19,277 $21,676 
—_ IP RAE CG 5 29,239 44,827 38,937 43,227 ee 3,941 5,561 4,881 5,171 
SEAR Pea SOT eae 4,326 5,326 5,611 5,476 esas 1,029 856 1,222 1,222 
Mi cbtiekwos ees aden Selwin 2,388 4,844 4,803 4,783 
SALEs Tax ’ 
is inate eae n Ces ae ewe leatae Ae $196,989 $231,047 $338,169 $685,387 Miuad $92,721 $141,161 $182,271 $159,509 
circ Ge eG sh Ree ashen eee ees 55,761 78,229 99,380 88,608 vciss 6,241 7,283 10,968 11,598 
Nic cdene sald ing abkdione oak aed sess 5,592 7,025 10,437 6,963 Rok oeu:s 3,338 8,939 11,298 9,015 
Wa stint niece web twee nae eae 6,436 6,919 7,772 7,060 
Gross Receipts Tax 
Rs ctscabaiveceawecwheaes keaton $260,262 $355,505 $697,865 $880,240 Beda $8,932 $13,798 $26,768 $19,733 
aa ae 90,127 90,968 108,490 89,727 Tiioaes 2,672 6,008 5,803 E 
LEI LO LIE SRE 2,099 2,334 2,400 2,410 ices 6,733 7,887 8,609 8,950 
By tee os Goch ea cea eae 183 190 206 302 
OTHER STATE AND LOCAL TAXES 
Ri vitedew behatb bot She te eaaes oh $188,592 $271,625 $366,379 $316,219 Bhasin $63,407 $96,723 $138,664 $92,412 
Mik chrkaicch olueatx banana ate ceesa 743,260 914,995 1,013,699 1,015,198 ina 3,000 10,130 10,191 10,319 
Drs a thdaus bacesasans phetne deus “ 11,727 14,976 15,365 16,666 Rat 7,333 7,227 11,100 14,879 
Bath ekeendcs ts kocke esac oe 7,179 20,390 27,937 27,797 
TOTAL Strate & Loca TAXES 
Riccbpontinibaet suekaemaah ee Sy $7,762,679 $7,659,429 $7,882,898 Bax $1,085,105 $1,392,665 $1,743,753 $1,541,546 
_ REET I ee coocs Selene 2,682,606 2,975,542 2,944,625 icses 123,586 163,579 167,416 168,655 
Re ee ech ola ee te oe aca pale 157,991 175,990 188,807 180,270 Scsuke 53,839 66,350 77,364 76,129 


oC cecccccevcosocee -- 126,104 147,724 164,404 167,170 
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1936, 1937 and 1938, accompanied by a decline in their 
profits. This trend, in many cases, was clearly attribu- 
table to Social Security taxes. It may be argued that this 
situation is natural and inevitable at a time when the So- 
cial Security taxes were just beginning to be imposed. The 
disturbing fact in the situation, however, is that the results 


in business, for 
load. 

Typical of such comments is the following statement of 
one of the reporting firms, a grocery wholesaler in Ne- 
braska: 

“Social Security taxes sound and appear reasonable but, 


the purpose of relieving the tax 





of the first three years of these taxes 
carry an unpleasant warning of what 
may happen if the present taxes should 
be increased and unless some change 
is effected in the method by which rev- 
enue for Social Security purposes is 
now being collected. For example, in 
the case of many of the smaller re- 
porting companies the burden of the 
increased Social Security taxes appears 
to have been almost exactly the amount 
by which the profits of the companies 
decreased, in some cases to the point 
of disappearance. What will happen 
to such companies if a change in the 
Social Security tax system is not ef- 
fected and assuming that they do not 
decrease payrolls and are unable to find 
other sources of revenues, is a matter 
of serious conjecture. 

In addition to the actual amount of 
Social Security taxes it is evident from 
the facts obtained by this survey that 
the incidence of taxes on payrolls is 
often inequitable because of the great 
variation in payroll expenditures among 
different companies, even companies in 
the same industry. The survey shows, 
for example, that, among the reporting 
manufacturers, the variation in the per- 
centage of payroll expenditures to re- 
ceipts from net sales was from 6 per 
cent to 60 per cent and even higher in 
a few cases. It cannot even be assumed 
that the burden of payrolls is approxi- 
mately similar even among competitors 
in the same industry and it is known to 
vary greatly among companies, al- 
though in different industries, which 
are actually engaged in direct or indi- 
rect competition with each other. 

Of some interest in this discussion 
are the comments of a number of re- 
porting companies with regard to the 
possible effect of Social Security taxes 
upon employment. Some of the com- 
panies criticize the present taxes on the 
ground that they inevitably tend to 
place a premium in the mind of 
management, upon reduced employ- 
ment. Several companies reported 
knowledge of instances where pay- 
rolls had already been reduced for 
the purpose of relieving the Social 
Security tax burden, and other cases 
where definite plans have been made 
to reduce employment as rapidly as 
possible in the event of a decline 
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CASE I—A Food Manufacturing Corporation Capitalized at $700,000. 
FEDERAL TAXES (including all payroll taxes) 





1935 1936 1937 1938 
CED... ccowebck pene $2,907 $4,126 $285 None 
a io ti asin os G15 ite None 977 4,291 $7,286 
OE ee 792 1,000 1,000 823 

STATE AND LOCAL TAXES 
ie sath Gab woaee 12,868 17,702 18,797 18,665 
Franchise or Licenses............... 1,638 1,689 1,710 1,742 
NS IN ob vs buses on o<nesee $18,205 $25,494 $26,083 $28,516 
TOTAL SALES CLOSED........... $2,453,000 $2,616,000 $2,638,000 $2,152,000 
PROFIT OR LOSS AFTER TAXES. +$16,69 +$21,758 + $4,380 —$41,528 
Bx 3d #9252 3e,f63 —13,0/2 
CASE II—A Cooperative Meat Packing and Processing Corporation Capitalized 
at $102,000. 
FEDERAL TAXES (including all payroll taxes) 

1935 1936 1937 1938 
oe ee ee None None None None 
Tc cccGavebudaess sos None $3,116.70 $11,149.32 $13,348.37 

STATE AND LOCAL TAXES 
a ee $11,219. - 11,790.65 12,957.33 14,224.08 
Franchises or Licenses.............. 708.9 739.21 703.59 612.95 
Sales or Excise Taxes............... 1,008. 33 1,096.52 1,357.18 1,394.21 
rf he eee $12,937.57 $16,743.08 $26,167.42 $29,579.61 
TOTAL SALES CLOSED........... $3,095,600.00 $3,228,000.00 $3,400,000.00 $2,630,000.00 
PROFIT OR LOSS AFTER TAXES. +$19,410.71 —$23,377.41 —$44,519.29 —$52,767.86 
3> set >8 ~6494S> —7955187T __. 32: 
CASE III—A Coal Wholesaling Corporation Capitalized at $100,000. a 
FEDERAL TAXES (including all payroll taxes) 

1935 1936 1937 1938 
Normal Income Taxes.............- $5,530.02 $2,615.16 $7,024.84 None 
a re None 1,657.47 4,528.96 $4,603.05 

STATE AND LOCAL TAXES 
dn case e ee re bei 3,443.81 3,731.67 3,850.10 4,208.89 
Franchises or Licenses.............. 714.48 907.90 776.87 823.34 
ni ais aan eS cin wie el $9,688.31 $8,912.20 $16,180.77 $9,635.28 
TOTAL SALES CLOSED........... $1,451,000.00 $1,555,000.00 $1,517,000.00 $852,000.00 
PROFIT OR LOSS AFTER TAXES. tom, 048.00 +$17, 186. 00 +$28,175.00 —$37,400.90 
39.7% 69! 4 04%.20 £436417 -W77% ” 


CASE IV—An Electrical Wholesaling Olea With Net Worth of Approxi- 


mately $150,000. 


FEDERAL TAXES (including all payroll taxes) 
1935 1936 1937 1938 


Diaeweel Eenewe TEE... cccccccesecs $1,407.64 $3,244.96 $2,421.48 None 


PE aD iisme hess oe+e ean eu ves None 664.59 2,817.21 $2,021.96 
STATE AND LOCAL TAXES 
i.) ccian cae sbakbeede 3,523.77 3,316.72 4,114.96 4,797.36 
Franchises or Licenses............. : 465.85 688.92 686.88 694.81 
Sales or Excise Taxes.............. 1,988.73 3,546.41 3,092.41 2,507.57 
I ns ncn n'kn db ap bien us $7,335.99 $11,461.60 $13,132.94 $10,021.70 
TOTAL SALES CLOSED........... $475,000.00 $629,000.00 $713,000.00 $319,000.00 
PROFIT OR LOSS AFTER TAXES. +$8,597.00 +$22,506.00 +$17,373.00 —$8,600.00 
15 YBVA4 4% Fi 4o oo? — 
CASE V—A Roofing and Sheet Metal Contracting inte’ ‘Capitalized at 
$30,000. 
FEDERAL TAXES (including all payroll taxes) 
1935 1936 1937 1938 
NE ROUTER EINE, 5 6c cccsecescce $4,835.46 $2,699.32 $1,903.51 None 
PD. 1s Cass bcileeage eae = None 903.56 2,551.25 $2,273.81 
oS ee 49.00 300.00 298.00 298.00 
STATE AND LOCAL TAXES 
ES. ios cen ei ensskeee's 911.23 1,202.04 1,507.65 1,517.91 
Sales or Excise Taxes............... 316.54 1,463.00 2,340.00 1,600.00 
po SN ee $6,124.23 $6,579.92 $8,612.41 $5,701.72 
TOTAL GALS. CLGED ...... 00.0. $209,000.00 $276,000.00 $225,000.00 $132,000.00 
PROFIT OR LOSS AFTER TAXES. +$22,602.00 +$20,834.00 +$15,509.00 —$8,725.00 


CASE VI—An Automotive Manufacturing Corporation With Net Worth of Approx- 
imately $4,000,000. 


FEDERAL TAXES (including all payroll taxes) 





1935 1936 1937 1938 

SN REY CML. «'p.op 000000000 $15,318.53 $15,913.75 $3,015.11 None 

Payroll Tames .......c.cecsccccscces None 11,849.71 30,851.24 $32,405.34 
STATE AND LOCAL TAXES 

Ee 41,022.64 56,693.25 61,101.20 54,843.11 

Franchises or Licenses.............. 6,947.58 8,251.30 8,663.40 6,528.76 
Ae I oink ks vo ns.eds0edns's $63,288.75 $92,708.01 $103,610.95 $93,777.21 
TOTAL GALES CEASED . on cewesss $6,443,000.00 $6,550,000.00 $6,099,000.00 $3,960,000.00 
PROFIT OR LOSS PTE TAXES 4+$144. 296.00 +$185,302.00 +852, 754.00 —$212,978.00 
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employee than they are of benefit to him. In our own 
line of trade, for instance, we can’t change our margin of 
profit. “As a result, I know of some instances where six 
and seven per cent reductions were made in the number 
of employees. You can’t call that ‘security.’ I know of 
other instances where the use of machinery has been in- 
creased..to replace individual employees and reduce the 
Social Security tax.” 

Without making any defense of such policies it may be 
suggested, from the experience indicated in some of the 
statistics in this report, that Social Security taxes may 
inevitably contribute to a reduction rather than an in- 
crease in employment. 

Of interest, in this connection, are the figures (Page 15) 
furnished in connection with a separate study of the tax 
experience of a number of Association member firms in 
the State of Michigan. The reports from this special 
survey in Michigan are given because the question- 
naire in connection therewith asked for information re- 
garding total sales closed by the reporting companies and 
for their profit or loss after taxes. (The general question- 
naire asked for profits before taxes.) 

The conclusion which may be drawn from the ex- 
perience shown in the Michigan cases and the more gen- 
eral statistics presented elsewhere in this report, appear to 
indicate that, at least in the last two years, the burden of 
Social Security taxes has been in inverse ratio to the ability 
of many of the companies to pay taxes. This situation 
requires a change. While the difficulty of obtaining ade- 
quate revenue to finance the government’s Social Security 
program by an alternative to the present method of tax- 
ation is fully appreciated, that difficulty is not believed to 
be an adequate reason for the continuance of taxes which 
must be maintained even during a period of decreased 
business and declining profits unless there is a reduction 
in the number of employed personnel. 


Taxes and Distressed Business Firms 


The most careful consideration should be given to the 
need for a change in the policy of the Federal Government 
with regard to the imposition of taxes on companies which 
are in a distressed, but not a hopeless, financial condition. 
The Bankruptcy Act, the Revenue Act, and the tax sec- 
tions of the Social Security Act, all provide for special 
treatment of insolvent companies which are under the 
control of the courts. Almost no consideration is given, 
however, to cases where a business is in a condition of 
temporary financial embarrassment and is endeavoring 
to rehabilitate itself and discharge its obligations, through 
an out-of-court arrangement with its creditors. It should 
be clearly evident that such companies deserve at least 
as much relief from taxes as those which have passed over 
the brink of financial disaster. 

Such forbearance on the part of the Federal Govern- 
ment with regard to its tax claims would contribute ma- 
terially to the honest and constructive efforts which are 
being made by debtors and creditors to maintain distressed 
companies as going concerns. It seems inconsistent for 


the Federal Government to grant tax relief in the case 
of a company which has virtually passed out of existence 
and is therefore no longer able to contribute taxes to the 
government, but to withhold such relief from another 
which, if rehabilitation efforts are successful, will be re- 
stored to economic health. 





in actual practice, I believe are more detrimental to the | 
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Even from the standpoint of self-interest on the part of 
the Federal Government, a change in policy in connection 
with this situation would seem advisable. The govern- 
ment is a creditor in most of these cases and has the same 
interest as other creditors in the ability of the distressed 
debtor to overcome its difficulties. Often, the company’s 
ability to do so is handicapped by its unavoidable tax 
obligations. Without questioning the right of the gov- 
ernment to insist on the strict discharge of tax obligations, 
with no extension of time, the wisdom of such insistence 
may be questioned, particularly if the result should be to 
impose a further financial burden on the already distressed 
company. The “pound of flesh” in such cases may well 
prove ultimately to be costly, not only to the private 
creditors but also to the government. On the other hand, 
an extension of the time of tax payments in these cases, 
and even a reduction of the amount of the tax claims, may 
well serve to increase greatly the amount of taxes which 
the government will ultimately be able to collect from 
those companies which are able to regain a sound con- 
dition, 

Contributing to the maintenance in business of an 
honest and deserving debtor company is of more import- 
ance than the collection of an obligation at a stated time. 
That, at least, is the belief of thousands of creditor com- 
panies which constantly manifest their willingness to 
grant extensions in out-of-court arrangements with de- 
serving creditors. A similar attitude on the part of the 
government would materially contribute to the rehabili- 
tation of these temporarily distressed companies. 

It is also suggested that consideration be given to the 
adoption of a time limitation on the priority of delin- 
quent tax claims against insolvent estates or estates in- 
volved in out-of-court arrangements. Frequently, the 
trustee or assignee in such cases is confronted with a be- 
lated claim for delinquent taxes. Although the officer 
administering the estate is in no way responsible for the 
delinquency or for the delay in filing the tax claim, he 
must recognize the priority of the claim which often 
constitutes a heavy and unexpected financial burden. It 
does not seem equitable to allow a tax claim to enjoy 
a prior status over general creditors’ claims without fixing 
some fair time limitation within which the taxing body 
must file its claim. A reasonable limit of that kind would, 
it is believed, expedite these proceedings and facilitate their 
settlement. 

Very careful consideration of these matters is strongly 
urged in connection with the pending study of the tax 
system. 


State and Local Taxes 


In the replies to the section of the survey questionnaire 
devoted to state and local taxes the most frequent criti- 
cism and objections related to matters of tax administra- 
tion. Many reports referred to delays of several years 
in completing tax audits, particularly sales tax audits, and 
the belated levying of assessments which completely 
changed the current credit condition of the taxpaying 
company. ‘There were also numerous complaints about 
the inability to obtain adequate information concerning 
delinquencies and other tax information of vital importance 
in determining the credit conditions of customers. 

One of the difficulties in the present field of taxation 
is the frequent attempt of states and municipalities to tax 


(Cont'd on page 28) 
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Is Ours a Profession or Trade? 


Does Credit Management Rate Above Office Average 


By W. B. White, Smith Brothers Hardware Co., Columbus, Ohio 


not commercial, mechanical or agricultural to which 
one devotes oneself, usually requiring special knowl- 
edge and training.” When we speak of a profession 
we immediately think of the physician, lawyer, clergyman, 
engineer, accountant or teacher. All these pursuits have 
been raised to the status of professions. Unfortunately, 
not all men engaged in professions are professional men. 
Some do not measure up to the standards of their profes- 


ye cm defines a profession as “the occupation, if 
u 


sion. No work can be regarded as a profession—until 


those engaged in it have merited that classification—until 
they earn the right to be called professional men. 

A professional man finds his reward, not merely in the 
money he earns, but in his love of the work, in its dignity 
and importance, in his personal independence; in the dis- 
tinction he achieves, because of his skill and intelligence 
and the respect he commands from his colleagues of the 
same profession. He succeeds as a professional man, not 
alone by the money he is able to make and accumulate, 
but also by the contribution which he makes to the ad- 
vancement of his profession. The prerequisite to success 
in a profession, therefore, is intellectual power. 


A Trade or a Profession 


If success in any calling depends more upon manual 
skill than upon brains, it is a trade, not a profession. For 
example, a dentist who is merely able to extract teeth is 
little more than a mechanic. To be entitled to pro- 
fessional rank, he must know about the various diseases 
which attack the teeth and gums and be able to treat 
them in a scientific manner. The professions differ from 
other occupations in that they have a definite code of 
ethics, which prescribe and limit the conduct of the prac- 
titioners. For instance, it is deemed unethical for a 
physician to publicly advertise his ability. Members of 
some of the professions have made a study of business 
problems. Many successful lawyers have done so. The 
engineer who knows nothing of finance or business law 
or cost accounting will never rise to the highest rank in 
his profession. 

It is necessary for professional men to broaden their 
knowledge along various lines. .No calling deserves to 
be called a profession, if its tasks and problems are so 
simple as to be within the grasp of any ordinary ability 
or education. The problems of a profession can be cor- 
rectly solved only by someone who has had thorough 
training. The physician must be well grounded in 
anatomy, chemistry and bacteriology. A lawyer should 
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be disciplined in the science of logic and jurisprudence. 
When the doctor and lawyer know only drugs and sym- 
toms or statutes and laws, they do not qualify as pro- 
fessional men. ‘They are no better than carpenters or 
mechanics. Before 1900 few public accountants would 
have claimed their occupation to be of a professional 
character. But the expert accountant today is not merely 
a glorified bookkeeper, but is trained in all phases of the 
business structure. He has broadened his knowledge to 
the point where accountancy may be properly considered 
to be a profession. 


The School of Experience 


Now let us take up the case of the credit executive 
and see where he stands. How many positions have you 
had since’ you began your business career? If you fol- 
lowed the example of Thomas Edison, you began work- 
ing for a nominal wage when you were 12 years of age. 
Or, if you followed Henry Ford’s example, at 16. If 
you happened to be among the 714% of the population 
who graduate from a secondary school, you were about 
18 years of age. If you were among the 114% who grad- 
uate from a college or university, you were probably 
around 22 years old. Your first advance was from the 
office boy or clerk’s job to that of an assistant, then assum- 
ing charge of a department, perhaps spending some time 
in the production or sales end of the business, learning 
to take the responsibility of making vital decisions. Thus, 
you have climbed the ladder, step by step; it did not come 
all at once, it was a gradual process. The average active 
man ends his business career at about 65 years of age. 
For some 40 years or more he is an integral part of the 
business world, of American economic life, a cog in the 
great producing and distributing machine known as busi- 
ness. You may have had in this length of time three, 
perhaps five, possibly eight or ten jobs or positions. 
Through them all your efforts have been directed toward 
learning, increasing your knowledge along one particular 
line. 


Ability to Make Decisions 


You become successful because you have had experience 
which has helped you. You have worked yourself through 
dificult and trying situations and have developed your 
ability to the fullest extent. Thus you obtain the back- 
ground and training necessary. for a profession. You 
travel the same route which the professional man takes. 
The material progress accomplished in the past 40 years 
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outstrips any similar period in history. We have 
developed communication and transportation sys- 
tems, inventions, adaptations of power, systems, 
far beyond anything ever achieved in two genera- 
tions before. 

We have developed business to a degree of 
administrative efficiency and productive capacity 
which would have staggered the imagination of 
our grandfathers. ‘This has been done by spe- 
cialization, and the credit executive has taken his 
place as a specialist. He is an analyst, a busi- 
ness critic, who guides and controls over 90% of 
all transactions involving the transfer of goods 
and service. We must, therefore, assume a re- 
sponsibilty in shaping business development, and 
in doing so we must be observers and thinkers. 
If we fulfill this function, then certainly our jobs 
become professional in character. 


The Man Who Makes the Office 


You recall that someone said, “The office does 
not make the man important, but it is the man 
that makes the office important.” Do we possess 
the background, power of analysis, alertness, re- 
sourcefulness, honesty, leadership, required by a 
profession? Are we keeping pace with this 
progress and development in the business world? 
Are we prepared to make an important contri- 
bution to it? It has been only recently that we have come 
to think of credit work as having the attributes of a pro- 
fession. There has been a gulf between the so-called pro- 
fessions on one hand and the business world on the other. 
This gulf was the product of an assumption that men enter 
the professions not primarily because of the money that 
can be made out of them, but because the professions give 
men automatic rank as public servants ministering to the 
higher needs of society. 

Business men have been regarded as an unregenerate 
section of our social order in which profit, and profit 
alone, was the principal motive. The only way in which 
a business man would be regarded as a public servant was 
when he had accumulated so much money that he began 
to build public libraries or endow universities. The fact 
that a man did good with his money after he got it sort 
of disinfected the method by which he had accumulated 
it. This is changing. We have come to believe that a 
business man’s most important opportunity to serve society 
comes while he is making money—in the way he makes it. 
So, in the business organization, the credit man is usually 
recognized as the one who should do most to formulate 
policies which are calculated to be sound and beneficial 
not only to his own organization, but to those it serves. 


Wide Sphere of Influence 


The credit man touches society at more points, and in 
a much wider scope, than any other single profession. The 
doctor, lawyer, preacher and teacher has a sphere of in- 
fluence limited to his immediate neighborhood while the 
credit executive often spans the whole continent. The 
professional career or pursuit then requires preliminary 
attainment of knowledge, a measure of skill. It implies 
a sense of public function, the accomplishment of social 
objectives. It implies a code of ethics. It calls for a 
broad intellectual equipment. 
I submit to you that the credit executive can and does 
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measure up to these standards. Credit management has 
taken on the earmarks of an applied science. We have 
the preparation and skill, the sense of responsibility to 
society, the ethics, and above all, the desire toward con- 
stant improvement in technique. Credit management can 
largely determine the quality of our common life through 
regulation of production and distribution, through its 
opposition to speculation. A perversion of proper credit 
management can nullify in a large measure the purpose 
and influence of the teacher, writer, physician, minister 
and statesman. Credit management includes social ob- 
jectives just as other professions—(1) a greater efficiency 
in the production and distribution of wealth; (2) greater 
wisdom in the consumption of wealth. Surely the credit 
profession has built up a code of ethics which can be 
favorably compared to that of any other profession. ‘Too 
frequently, professional ethics means only professional 
etiquette. The credit profession has risen above the 
suspicion, the lack of cooperation, which was the condition 
three decades ago. There is a spirit of mutual helpful- 
ness, an exchange of ideas, an interdependence, a morality, 
which has lifted the credit profession out of class of a 
trade or a job. There is a broader outlook, an attitude 
of responsibility toward the restless discontent, which is 
manifest throughout the world. If this attitude is an 
intelligent one, we may expect the formulation of policies 
worthy of a profession in all respects. 


Opportunities for Credit Executives 


The credit executive has the unusual opportunity of 
doing in the business world exactly what other professions 
are doing in their respective spheres. He can survey the 
commercial and industrial world, find out what it needs, 
and then help construct and form its policies. This sort 
of thing is done chiefly through an organization. Every 
profession has one. The credit profession has one. We 
are knit together in an organization (Cont'd on p. 26) 
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Innovations in Credit Interchange 


More Inclusive System of Information Started 


By R. S. Shannon, Weyenberg Shoe Co., Milwaukee, and 
Chairman Nat’l Credit Methods and Practices Committee 


the interests of all members, the National Credit 

Methods and Practices Committee is instructed to 

make available such information and practical experi- 
ence concerning the mechanics of the Association locally 
and nationally, as well as the knowledge and experience 
of member-users, necessary to provide that service which 
today is indispensable. Its first concern is the needs of 
member-users. Its duty is to serve those needs. This is 
being accomplished and will continue to be accomplished 
by coordinating the three principles of exchanging infor- 
mation—namely, Credit Interchange, Credit Groups, and 
the Direct Exchange. We believe there is a need for and 
an advantage in all three. 

This Association has always pioneered the exchange of 
information, and has developed the Credit Interchange 
System on a national basis as a general medium of ex- 
change which today embraces every state in the Union 
and is serving over 7,000 members in all of the principal 
cities of the country. 


= As a basis for expeditiously and economically serving 
w 


Improvements Made 


We, however, are not content with this growth but 
shall strive for further expansion and greater improve- 
ment. ‘This improvement is and will be based on the 
recognized need for complete information about a custom- 
er’s indebtedness, his paying record and trade practices, 
which is and will be forthcoming as a result of coopera- 
tion and reciprocity maintained between all members. 
Upon each member rests responsibility, and to each mem- 
ber as a result of his meeting this responsibility will ac- 
crue untold benefits. 

Consistent with these views, the Committee has devised 
and put into operation a more inclusive system designed 
to protect members against loss through oversight by ad- 
vising them of unusual conditions existing with any cus- 
tomer—to maintain a consistent check and protection 
against fraudulent activities—to assist members in meeting 
the problem of unfair trade practices—to maintain a per- 
manent record of each of the member’s customers from 
the time it was first reported and as long as it remains 
on the books of the member, with a view of advising him 
of any unusual developments which may occur. 


Cooperation Needed 
The accumulation and dissemination of this informa- 
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tion, however, depends upon every member doing his part. 
Each must participate by furnishing Credit Interchange 
with customers lists, and thereafter reporting new ac- 
counts. A member must promptly supply information 
when called upon to do so. When we fail, we practice 
economies which will be multiplied manyfold in terms of 
increasing losses. 

To simplify the furnishing of this information to Credit 
Interchange, the Committee has consolidated the various 
forms which were previously used for these purposes into 
one comprehensive form, thereby reducing the amount of 
detail and expense to which the member was previously 
subjected. This new program went into effect shortly 
after the first of the year, has rapidly developed, and the 
results have been extremely satisfactory. 

Numerous letters received from Secretary-Managers 
and member-users from all parts of the country, now in 
possession of the Central Credit Interchange Bureau office 
at St. Louis, testify to the merit of this improved service, 
and pledge their unlimited and enthusiastic support and 
cooperation in maintaining this system of unequalled 
Credit Interchange. 


Faster Service Contemplated 


In addition to this broadening of service, the New 
Program anticipates more complete and faster service. 

The Credit Group Service of the Association plays 
an important part in our Credit System and has been of 
immeasurable value to all of us. One, however, should 
not mistake the Credit Group Service and Credit Inter- 
change, or wrongfully assume that Credit Group Service 
can in any way, shape, or manner substitute for Credit 
Interchange. 

It is to be regretted that at times an exchange of in- 
formation is carried on within Group activities without 
having present the all-inclusive experience of creditors 
who are located in various parts of the country. We be- 
lieve that the Credit Group Service is indispensable but 
must be coordinated with Credit Interchange so that at 
all times those belonging to Credit Groups or attending 
Credit Group Meetings have at their disposal the experi- 
ence and information from all creditors selling the vari- 
ous Customers in whom they may be interested. 

Unless that is done, there is bound to be conflict and 
cross-purpose work. Every creditor should participate in 
the particular Group of his line, but this activity should 
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be so organized, as stated, that it will include all inter- 
ested members. This can be done and is being done in 


“the majority of cases where the Group members are, 


either of their own volition or automatically, members of 
Credit Interchange. We recommend that policy, and the 
National Credit Methods and Practices Committee will 
work in the direction of fostering and developing that 
principle. 


Better Than Direct Inquiry 


We believe the direct exchange of information by in- 
quiry important only when special information is to be 
conveyed or obtained by an executive through correspond- 
ence. It has long since been proved and definitely estab- 
lished that the cost and work involved in setting out and 
answering direct inquiries far exceed the cost of Credit 
Interchange Service. ‘The results are less satisfactory, 
and the information obtained by the direct inquiry lack- 
ing in detail and less complete. We, therefore, support 
the principle of confining direct interchange to isolated 


Statistical Pattern 


Furniture Ranks 


than those on relief, were paying for goods on the 

instalment plan during 1935-36, according to esti- 

mates issued today by the National Bureau of Eco- 
nomic Research. The estimates are published in Bulletin 
76-77, entitled “The Statistical Pattern of Instalment 
Debt.” The authors are Professor Ralph A. Young, of 
the University of Pennsylvania and Director of the Fi- 
nancial Research Project of the National Bureau, and 
Miss Blanche Bernstein, of the Financial Research Proj- 
ect Staff. 

The report shows that the largest portion of families 
buying commodities on the instalment basis used credit to 
buy furniture. Automobiles ranked second, accounting 
for approximately one-fifth of the instalment debt changes 
recorded, Electrical equipment of all sorts figured in 
nearly 40 per cent, electrical refrigerators being responsible 
for approximately 15 per cent, radios for more than 8 per 
cent, and ‘other electrical equipment’ for more than 15 
per cent. 

Less than 10 per cent of the debt changes were in the 
miscellaneous commodity group, which includes ‘soft’ 
goods purchased on instalment terms as well as other dur- 
able goods not included in the individual commodity 
groups. “This suggests,” the report says, “that instal- 
ment credit had not yet made extensive inroads into the 
‘soft’ goods market by 1935-36.” It is pointed out, how- 
ever, that “the miscellaneous category probably under- 
estimates the number of instalment transactions of ‘soft’ 
goods,” 

Measured by dollar volume, commodities rank in a 


ne least one-fourth of this country’s families, other 
\ 
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and unusual cases. 

Credit Interchange and the present Credit Interchange 
System have been subjected to every conceivable sort of 
critical test and examination. This Service has been found 
valuable. It has been found indispensable. The mem- 
bers of the Committee probably appreciate in a greater 
degree its tremendous possibilities as a vital, constructive 
force in credit work, because of our being in closer touch 
with its mechanics and the complete functioning of the 
National System. 

The National Board of Directors, at its Meeting in 
New Orleans last January, placed upon the Committee 
the responsibility of further developing not only Credit 
Interchange but all other necessary and supplementary 
methods of exchanging information. Every member of 
the Committee recognizes that he has an extremely im- 
portant and difficult task. In performing this task, the 
cooperation and full support of all members are neces- 
sary. We know from past experience that this coopera- 
tion and support will be gladly given. 


of Installment Debt 


First in Time Sales 


somewhat different order of importance. Dollar figures 
indicate that automobiles were by far the most important 
single source of instalment debt, a fact accounted for by 
their higher unit prices compared with other commodities. 


Wide Differences Among Families 


Behind the aggregate figures thus estimated, the authors 
of this study found a wide variation in the statistical pat- 
tern of instalment debt among different income groups 
and different types of communities. The most frequent 
users of instalment credit were families with incomes 
ranging from $1,750 to $2,000. Approximately one-third 
of the families in this income group made use of instal- 
ment credit in the year surveyed. From this peak, the 
percentage of families using instalment credit tapered off 
in both directions. Less than 10 per cent of the lowest 
income group (families with incomes of less than $250) 
used instalment credit. At the other extreme, only 15 
per cent of the families with incomes of $5,000 to $20,000 
used instalment credit. 

The purposes for which instalment credit was used also 
varied among income groups. In families with incomes 
of less than $1,000, furniture was the commodity most 
frequently bought on instalment terms. Next in order 
came radios, other electrical equipment, and miscellaneous 
articles. Automobiles were bought less frequently on in- 
stalment than any other commodity by this income group. 

With families whose incomes ranged between $1,000 
and $1,750, furniture continued to be the commodity most 
frequently bought on instalment; but refrigerators moved 
ahead of radios in importance, and automobiles became 
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increasingly important as the income scale was ascended. 
At the $1,750 to $2,000 level, automobiles moved into 
second place, just behind furniture. In the income levels 
above $2,000, automobiles were the most frequently 
financed item, ranking above furniture, refrigerators and 
other electrical equipment in that order. At income levels 
ranging from $5,000 to $20,000, purchases of automobiles 
on instalment were four times as numerous as instalment 
purchases of any other commodity. 


Instalment Buying an Urban Phenomenon 


The use of instalment credit is definitely an urban 
phenomenon, the analysis shows; but considerably less use 
is made of instalment credit by families that live in metro- 
politan centers than by those of equivalent income who 
live in large, middle-size, and small cities. 

“Tn all income classes,” says the report, “the frequency 
of instalment debt was highest in large, small, and med- 
ium-size cities. One out of every three families living in 
large cities, just under this number in middle-size and 
small cities, and one out of five metropolitan families, 
were indebted for instalment purchases. Debt occurred 
in one out of four village families—slightly more often 
than among those in metropolitan areas—and only one 
out of nine farm families had instalment debt. 

“The less extensive use of instalment credit by families 
living in metropolises compared with those living in other 
Cities is in part due to less frequent ownership of automo- 
biles. Higher automobile operating costs and the greater 
adequacy of transport facilities, as well as the higher cost 
of living in general, are the primary factors which operate 
against automobile ownership in metropolitan areas. 

“The lower prevalence of debt among farm families 
can probably be traced to the irregular flow of agricul- 
tural income, which militates against a credit plan calling 
for regular monthly payments over a long period. Be- 
sides this, farmers, as entrepreneurs; tend to intermix 
production and consumption finance, and to obtain their 
credit accommodation more frequently from specialized 
farm credit agencies. Instalment buying by farm families 
is confined mainly to automobiles and farm equipment, 
and it is facilitated by special contracts adjusted to the ir- 
regularity of farm income.” 


Credit Use Rose in 1935-1936 


Since 1935-36 was a period of business expansion, it 
was to be expected that purchases on instalment by con- 
sumers should increase. This expectation is borne out 
by the data. More than 70 per cent of the families having 
a net change in instalment debt had an increase during 
the period in their volume of instalment obligations, and 
less than 30 per cent had a decrease. The aggregate net 
increase in instalment obligations outstanding for all non- 
relief families is estimated to have been $407,000,000. A 
very rough estimate, made by adding to this figure an al- 
lowance for the instalment debt of single individuals and 
families on relief, indicates that the outstanding instal- 
ment obligations of the country as a whole increased ap- 
proximately $580,700,000 during the period. 

For reasons explained in the report, the data analyzed 
were restricted to changes during the year in the volume 
of instalment debt owed by each of 60,000 families. No 
attempt was made to get figures for the absolute amount 
of instalment debt outstanding at the beginning and end 
of the year. The estimate that at least one-quarter of 
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the families used instalment credit is based on the fact 
that nearly this proportion of the total either increased 
or decreased their outstanding obligations during the year. 
In fact, the percentage of credit users was even higher, 
since families that had the same amount outstanding at 
the end as at the beginning of the year were omitted, as 
were families that bought goods on very short terms dur- 
ing the year and paid them out before the end of the year. 

The report on the statistical pattern of instalment debt 
is the first resulting from an elaborate investigation of 
consumer instalment financing initiated by the National 
Bureau in 1938. Supplementary reports will be published 
during the rest of this year. The consumer financing 
study is in turn part of a very extensive program of re- 
search in finance being supported by grants from the As- 
sociation of Reserve City Bankers and the Rockefeller 
Foundation. 

The data used in the present report were taken from 
family income and expenditures schedules collected in the 
Study of Consumer Purchases during 1935-36 made as a 
Works Progress Administration project by the United 
States Bureau of Home Economics and Bureau of Labor 
Statistics in cooperation with the National Resources 
Committee and the Central Statistical Board. Figures 
on expenditures were collected from 60,000 families in 
51 cities, 140 villages, and 66 farm counties in 30 states. 


Michigan Industry 
Finds Intangible 
Tax Law a Problem 


Michigan’s new intangible tax is both a special in- 
come tax on intangibles and a low rate tax on prop- 
Merty. It is sometimes referred to as the Ohio plan— 
although it differs materially from that plan and, to 
the extent of the difference, suffers in comparison with it. 
The new tax eliminates entirely the old tax on in- 
tangible personal property, it does not repeal the tax on 
tangible personal property such as inventories, machinery, 
equipment, etc. The taxation of that kind of property 
remains exactly as in the past. 

Now the new law provides that beginning with the 
calendar year 1940 and for each year thereafter, all in: 
tangible personal property, including accounts receivable, 
moneys on hand or on deposit, bonds, notes, annuities, 
royalties, shares of stock and all other credits or evidences 
of indebtedness are subject to the new tax. 

The tax is imposed on the owner of the intangible 
property having a situs within the state. The owner 
may be an individual, firm, partnership, corporation, es- 
tate, trust, or any other group acting as a unit. 

In general, the law allows no deductions, but taxes 
gross assets. From accounts receivable there may be de- 
ducted the taxpayer’s accounts payable only, however, 
if such accounts payable are incurred in connection with 
the business from which the accounts receivable are de- 
rived. This is a very restricted deduction. It does not 
include, for instance, notes payable to banks or any other 
liabilities other than strict accounts payable that are in- 
curred in connection with the ordinary operations of the 
business. 

Bank deposits are exempt up to $3,000. (Cont'd p.27) 
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New York Insurance Dept. Chief 
Calls Foreign Policies Safe 


Since the start of war in Europe, inquiries have been American losses. This was entirely sound and has had 
frequent as to the status of insurance policies issued much to do with the solvency and ability to pay evidenced 
yy by European companies to property owners in the by these United States branches. The requirements have 
United States. Perhaps the one man in the United been strengthened from time to time so that today they 
States best prepared to answer that question is Louis H. have on deposit here not only funds equaling those re- 
Pink, Superintendent of Insurance of the state of New quired for the capital and surplus of domestic companies 
York. Those who have even a superficial knowledge of but sufficient to cover all liabilities in this country. While 
insurance are aware that insurance operations in every the parent company abroad remains liable for the debts 
state are under the supervision and control of the laws incurred here it has been our policy to insist that sufficient 
of the several states and that these insurance laws and assets to meet all obligations be held in this country sub- 
regulations are administered by the Department of In- ject to our supervision and withdrawable only with the 
surance in each state. New York state boasts of the consent of the Superintendent. 
largest number of insurance companies doing business in “The record for solvency and ability to pay on the part 
that state. The laws and regulations of New York as of the United States branches of these foreign companies 
they affect insurance are considered more strict than in has been excellent through the years. In some cases the 
most states. So when Superintendent Pink of the New parent companies have failed but United States creditors 
York Insurance Department declares that United States have lost nothing. On the other hand, on occasions such 
policy holders have nothing to fear if they are insured in as the San Francisco fire and during the early years of 
European companies, such a declaration comes with the recent depression, the parent companies sent substan- 
authority. tial remittances here not only to meet current obligations 
In a recent address at Dayton, O., Mr. Pink had the put to provide a backlog of assets to meet all contingencies. 
following to say on this subject: “These branches are to all intents and purposes domes- 
“Some insurers are asking whether their policies in the tic companies organized in the State of New York and 
foreign companies doing business in the United States are our highest court has so stated. 
safe. The answer is, they are. LEighty-two of these “There has been a tendency on the part of some to 
foreign companies have their United States branches in find fault with the large number of foreign companies 
the State of New York. Only fourteen have their place operating here because of the substantial volume of busi- 
of entry in other states and of these nine are Canadian ness which they do. European capital, largely British, 
life companies. These foreign companies represent most has also purchased a number of American companies. It 
of the large nations of the world and many of the smaller is argued by those who seek to limit foreign participation 
ones. Forty-three are British, 12 Canadian, 5 French, 4 that American companies should have the business. 
Swiss, 3 Chinese, 3 Japanese, 2 Danish, 2 Swedish, 2 “But on the whole the American companies have wel- 
Australia and 2 New Zealand. India, Norway, Spain, comed the friendly rivalry of the United States branches 
Holland, Italy have one each. These foreign branches and foreign-owned companies and a spirit of cooperation 
write approximately 1214% of the fire and marine busi- has prevailed. It would be most unfortunate to raise the 
ness, 214% of the life and casualty and a little less than question now when so many of the countries of the domi- 
414% of the fraternal business in this country. cile are either at war or in danger of being drawn in 
“The history of these branches of foreign companies is because of their close proximity to the warring nations. 
unique and interesting. Prior to the 1850’s insurance We are good sportsmen in the United States and if there 
was in its infancy and there was not much regulation of be a quarrel with the large participation of foreign capital 
any kind. Insurance companies in New York simply had in the insurance business of this country it will be fought 
to file annual reports with the Comptroller. Foreign out after the war is over and not now. 
companies could do business here if they desired and sev- “The United States has invested in Canada some four 
eral British fire companies extended their activities to the billion dollars which is more than any country has ever 
United States in the early days. wagered in the industries of any other country during 
“As early as 1849 foreign companies were required to the entire history of the world. In 1914 Great Britain 
make a deposit in this country to be held in trust for the had three times as much invested in Canada as had the 
benefit of policyholders in the United States. From the United States. Today our investment is almost twice 
beginning the theory of permitting these foreign com- that of the British. 
panies to do business here was that they must put up “American companies do more than one-third of the 
deposits in this country sufficiently large to take care of Canadian fire business—almost (Cont'd on p. 26) 
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Your Financial 
Structure Is Not 
Sound, Unless-- 


--Your Insurance Pro- 


tection is adequate to 
protect your assets 


New insurance contracts, 
changed clauses, broader 
protections, changes in 
your plant, and many 
other factors necessitate 
constant vigilance if your 
insurance protection is to 
be up to the minute. 


Your local Northern 
Assurance Agent can 
_keep your insurance up- 
to-date. He will make 
certain that you have 
complete and adequate 
protection at lowest cost. 


Northern Assurance 
Agents represent a 
company which has con- 
ducted a world-wide in- 
surance business for the 
past 103 years. It cele- 
brates this year its 85th 
year in the United States. 
We will supply you with 
the name of your nearest 
Northern Assurance 
Agent upon request. 


NORTHERN 


ASSURANCE CO., LTD. 
135 William St., New York 
Chicago 


San Francisco 


FIRE 
INSURANCE 
AND 
ALLIED 
LINES 





Ask anywhere in the World what repu- 
tation the Northern of London bears. 


Is Credit Job, 
Profession or Trade? 


(Cont'd from p. 19) which is wide- 
spread, which is in a strategic position 
to study and analyze the ever-changing 
business scene. Its hands are on the 
controls, the switchboard, through 
which flows the current which supplies 
every human need. It is responsible 
for the success or failure of business 
enterprises. It fills a position of eco- 
nomic trust—it is of fundamental im- 
portance in the American scheme of 
business affairs. 

Our credit organization fills a place 
in our business life which is unique 
among all organizations. More than 
that of any other profession, it exerts 
a profound stabilizing force in the 
economic life of this country. Surely 
if we measure up to the standards if 
we do our job, if we fulfill the require- 
ments, who is there to deny that credit 
management is indeed a profession? 

It has has been said that the evolu- 
tion of credit management into a pro- 
fession took place during the depression 
of 1929. That, during this period, the 
credit man was put to the acid test. 
No doubt that is true. But I submit 
to you that that real test of credit man- 
agement took place after that time. 
While many difficulties were faced dur- 
ing that trying period, the fact remains 
that it has been during the period of 
struggle to repair the damage done by 
depression, and to get back upon a 
solid foundation of sound credit, that 
has been the real test of whether credit 
management is a profession or not. It 
is now, in these times, that we can 
demonstrate whether we are practical 
economists. 

What is your horizon? Is it bounded 
by the limit of your own desk or office? 
By your own particular industry or line 
of business? Or do you try to look 
beyond those limits and see the larger 
scope and meaning of credit manage- 
ment? Do you see yourself as a mem- 
ber of a profession, playing a part in 
the world of commerce? Do you see 
yourself as responsible for your share 
in upholding the ideals of the credit 
profession? Do you try to better your 
knowledge and understanding of the 
problems of the business world? Do 
you try to help solve its problems? Do 
you give of your time and efforts in 
the building of your own Credit Men’s 
Association? Do you attend its meet- 
ings? serve on its committees? If 
you have never experienced the pleasure 


and satisfaction which comes from a 
sense of service given freely and will- 
ingly for the good of your Association, 
then you have missed something. And 
you can hardly lay claim to member- 
ship in profession. 


Calls Foreign Insurance 


Policies in U. S. Safe 


(Cont'd from p. 24) as much as the 
British and considerably more than the 
Canadian companies themselves. The 
casualty business in Canada is about 
equally divided between Canadian, 
British and American companies. Our 
life companies have more than two 
billion dollars of insurance in force on 
Canadian lives. Canadian life com- 
panies are also very active in this coun- 
try but their total insurance outstanding 
is about twenty-five per cent less than 
that of our companies in Canada. 

“It is true that we have too many 
fire companies in this country and a 
sufficiency of casualty companies. There 
is great competition in these fields and 
with the exception of certain lines such 
as reinsurance, marine insurance, ex- 
cess coverage and some specialties, the 
American market is probably sufficient 
to absorb all of our business. But the 
answer is not to exclude foreign com- 
panies from this country or United 
States companies from the business of 
Canada but rather to foster, strengthen 
and encourage the safe and legitimate 
extension of insurance from the United 
States to other countries where it can 
be done with safety.” 


1940 EDITION 


CREDIT MANUAL 
COMMERCIAL LAWS 


Ready 
NOVEMBER lst 


® Have you ordered your 


copy of this important 
Business Handbook. 
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Michigan Industry Finds 


Tax Law a Problem 


(Continued from page 22) 

Bonds of the federal, state and local 
governments are entirely exempt. This 
exemption does not cover bonds of other 
states and municipalities. It is only 
Michigan state and municipal bonds 
that are exempt. So-called tax exempt 
securities of other states are taxable. 

The new law became effective Sep- 
tember 28, 1939. 

Property belonging to banks, trust 
companies, building and loan associa- 
tions, certain types of railroad and in- 
surance companies, etc., are entirely 
exempt from the operations of the law. 

Stocks in corporations all of whose 
property is located in this state, are en- 
tirely exempt, whereas stocks in cor- 
porations having part of their property 
within and part without the state are 
subject to proportionate exemption, 
based upon that part of the property 
located within the state. 

Intangible personal property belong- 
ing to certain benevolent and non-profit 
companies are entirely exempt from the 
provisions of the act. 

In addition, there is a general deduc- 
tion of $7 from the tax, allowable to 
all taxpayers. In other words, after 
the taxpayer has computed his tax, he 
can deduct therefrom the sum of $7. 

Now as to the tax rates, the law 
divides property into two broad classes, 
i. e., “income producing” and “non- 
income producing.” 

The tax on income producing intan- 
gibles is 6 per cent of the income, with 
a minimum of one mill and a maximum 
of 3 mills on the face or par amount 
of the property. 

The tax on non-income producing 
intangibles is fixed at one mill on the 
face amount. ‘This means that a tax 
can never be less than $1 nor more 
than $3 per $1,000 on the face amount 
of property. A $1,000 bond, therefore, 
which bears a one per cent interest 
coupon must pay $1 a year, or 10 per 
cent on the income of that bond. On 
the other hand, a $1,000 bond bearing 
a coupon of 7 per cent would not pay 
a 6 per cent income tax on the 7 per 
cent, which would amount to $4.20 a 
year, but only $3 since the maximum 
tax which can be levied is $3 on $1,000. 

The tax is not based upon actual 
value, but upon par value, face value, 
or paid-in value. Face value means 
the amount appearing on the face of 
the instrument, reduced by liquidating 
payment, if any. 
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cep in The Clear 


In 1876, Captain Eads built the famous jetties which opened the first 
pass in the Mississippi delta to seagoing vessels. And for 63 years 
constant dredging has been required to keep two passes open. 


Salesmen “open up” a pass to more business, but the Credit Execu- 
tive’s constant vigilance is required to keep the channel from being 


choked by credit losses. 


The modern Credit Executive uses preventive measures — appraisals, 
ratings, records, statements, Interchange Reports—but he also uses 


AMERICAN CREDIT INSURANCE 


to forestall unforeseen and unpreventable credit losses. Sell according to 
the terms of your policy—and your policy will pay you. Why take risks 
on even your best customer's future under today’s upsetting conditions? 


Ten basic American Credit policy forms are available to Manufac- 
turers and Jobbers. One of these modern policies should certainly meet 
your requirements. Investigate. 


American Credit Indemnity Co. 
OF NEW YORK - - J. F. McFADDEN, PRESIDENT 


Chamber of Commerce Building, St. Lovis, Missouri 


Offices in all principal cities of United States and Canada 


GET THIS FREE BOOK 
“‘The Best Collection Letter | Ever Used”’ 


Facsimiles of thirty vital, resultful letters contributed by Manufac- 
turers and Jobbers. Cash in on their experience. Ask for free book: 
“The Best Collection Letter | Ever Used.” 


Copyright 1939, American Credit Indemnity Co. of N. Y. X28 
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NACM Tax Survey 


(Cont'd from p. 17) 

objects unsuitable for state and municipal taxation. This 
gives rise to complicated apportionment formulas with 
accompanying difficulties and inequities. As far as pos- 
sible, state and local taxes should not be based on formulas 
because only too often a formula does not reach the true 
results. Formulas could be avoided if states and munici- 
palities would follow a fixed policy of only taxing ob- 
jects which are suitable for taxation. 

Severe criticism was directed in the replies to gross 
receipts taxes which tend to impose a tax on the return 
of original capital, irrespective of whether the transaction 
yielded a profit or a loss. Here, again, business is ex- 
periencing the heavy burden of taxes which are not ad- 
justed to the ability of companies to make profits. There 
was equally severe criticism of the tendency in some states 
to impose “protective” taxes which discriminate against 
out-of-state companies. 

Many companies complained that some types of state 
and local taxes which are based on assessments are unduly 
high because of the tendency to increase assessments in 
accordance with the increased revenue needs of the gov- 


erning body rather than to base them on real value. Such - 


complaints were invariably coupled with references to the 
urgent need for a reduction of state and local expenditures. 


Unbiased Study and Broad Revision Needed 


‘One of the most urgent needs of our national tax sys- 
tem is for better coordination between federal and state 
authorities and between the tax systems of the federal gov- 
ernment and the various states. It has already been pointed 
out clearly by students of this problem that the competition 
of state governments and the federal government for 
access to the same sources of tax revenue to meet increas- 
ing governmental expenditures is creating difficulties which 
cannot continue indefinitely. The result of the present 
situation, entirely apart from the actual burden of the 
amount of taxes imposed, is to create overlapping taxes, 
add to the cost of tax administration, and increase the 
difficulties of business companies which must always be 
exposed to at least two systems of taxation and often 
many more. 

The existence of this problem, as well as the need for 
a thorough-going examination of our entire tax system, 
both federal and state, strongly emphasizes the necessity 
of creating a national tax commission, non-partisan in 
character and comprising the best available ability, which 
would make an exhaustive and unbiased study of the tax 
problem and develop a suitable program for the future 
which would eliminate the many existing difficulties and 
better relate taxes to the economic condition of business 
organizations and of the individual. 


Opinions on Individual Aspects of the Tax Problem 


In addition to requesting information regarding the 
actual amount of taxes paid, the tax survey questionnaire 
requested an expression of opinion concerning certain im- 
portant aspects of the tax problem. Most of those ques- 
tions were answered by practically all of the 430 com- 
panies which contributed to the survey. There was a 
considerable difference of opinion among the reporting 
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companies concerning some important questions of tax 
policy, but running through all of the comments were 
certain very definite opinions about which there was 
almost complete unanimity. 

The reports showed a preponderance of opinion against 
the original reserve plan in the Social Security Act. There 
was a considerable difference of opinion concerning a 
desirable alternative to the present Social Security taxes. 
A majority of replies favored the payment of Social Se- 
curity expenditures from the general revenue and favored 
the collection of revenue for such purposes by some means 
other than the present method. 

A substantial number of replies favored broadening the 
tax base but there was a difference of opinion as to the 
need for changes in the present personal exemptions. 
Opinion was nearly divided concerning the need for a 
change in the exemptions. Of those who believed that 
the exemptions should be changed, a large majority recom- 
mended that the exemption for the head of a family 
should be reduced to $2,000 and the exemptions for single 
persons reduced to $1,000. There was also a rather 
strong sentiment in favor of reducing the exemption of 
single persons to $500. 


Differ on Surtax 


A considerable difference of opinion existed with re- 
gard to changes in the surtax on personal income, with 
a majority of replies favoring a reduction in the high 
brackets. 

The replies were strongly in favor of abolishing the 
capital stock tax. 

A tax on dividends was generally favored. Sugges- 
tions regarding the means by which such dividends should 
be taxed, however, reflected a difference of opinion. Opin- 
ion was almost equally divided between those who favored 
making the dividends subject to the normal income tax 
and those who believed that they should be subject only 
to a surtax. 

Abolition or further revision of the tax on capital gains 
was strongly favored. 

The principle of the Undistributed Profits Tax was 
overwhelmingly disapproved. 

The replies were unanimously in favor of providing 
an offset against losses during a preceding period of years. 
The majority of replies favored a three-year offset with 
the second largest number in favor of a five-year offset. 

The sentiment was overwhelmingly in favor of remov- 
ing the tax exemption from government securities. 


High Cost of Reports 


One of the most frequent complaints in the reports 
concerning the increasing burden incidental to filing tax 
returns and preparing the large and increasing number 
of forms required by federal, state and local tax author- 
ities. A very large majority of the reporting companies 
indicated that their administrative expenses for the han- 
dling of their tax matters had increased very substantially 
in the last few years. One company reported. that its 
administrative expenses for that purpose had increased 
$29,000; two others gave the increase as $26,000; five 
reported an increase of $20,000; ten reported an increase 
expense ranging from $10,000 to $20,000; and fifty re- 
ported an increase of from $1,000 to $10,000 annually. 
November, 1939 


The survey also undertook to get an 
idea of the number of tax forms re- 
quired annually to be submitted by the 
reporting companies. The total num- 
ber of such forms ranged from as low 
as four or five in the case of some of 
the smaller companies, to several hun- 
dred and even several thousand in the 
case of the larger. The total for the 
largest number of reporting companies 
—excluding the very small and the 
very large—ranged from twenty-five to 
one hundred and fifty although a con- 
siderable number of medium-sized com- 
panies reported a total in excess of the 
latter figure. 


Conclusions and Recommendations 


The facts and opinions submitted by 
the companies which contributed to the 
Association’s Tax Survey justify some 
general conclusions regarding the tax 
problem and some specific recommenda- 
tions of changes in our tax system. The 
conclusions and recommendations here- 
after presented have been approved by 
the Association’s Committee on Taxa- 
tion and are believed to be representa- 
tive of the views of a large proportion 
of the Association’s entire membership. 


General Conclusions 


1. The increased tax burden on bus- 
iness which has resulted from the in- 
creased number and incidence of taxes 
is creating a serious situation with 
implications of danger to the financial 
stability of many corporations and to 
their credit condition. 

2. The burden of taxation appears 
to be falling with particular severity 
upon smaller companies, especially upon 
wholesalers operating on a compara- 
tively small profit margin. 

3. The complexity of the federal, 
state and local tax structure, the con- 
sequent delays in tax administration 
and the mounting requirements of re- 
ports from taxpayers not only present 
difficult problems to business but add, 
often unnecessarily, to the cost of do- 
ing business and cause losses. 

4. The tax liability of firms in a dis- 
tressed financial condition, but not in 
outright insolvency, is restricting their 
efforts to rehabilitate themselves, re- 
main in business and ultimately dis- 
charge their obligations, in whole or 
in part. 

5. Real tax reform must involve a 
comprehensive plan of revision of many 
parts of the tax laws, and better co- 
ordination of the federal, state and 
local tax systems. 





— because He wouldn't 
take “No” for an answer 


You thought you were safe from holdups. 
Hadn’t been one in your neighborhood for years 
—so why buy Robbery Insurance? But your in- 
surance agent finally convinced you. 


Today you’re glad he did. And you’ve thanked 
him more than once—for his persistence, and 
for the quick, equitable way in which the U. S. 
F, & G. made good your loss. 

* * * 

Your U. S. F. & G. Agent is one of 9,000 
located throughout the country. He’s in touch 
with countless business and personal insurance 
problems. It’s his job to help you. Look him up 
in the phone book, and give him a call, today. 


“Consult your Agent or Broker as you would 
your Doctor or Lawyer” 


U.S.F.4G. 


UNITED STATES FIDELITY AND GUARANTY COMPANY 
with which is affiliated 
FIDELITY & GUARANTY FIRE CORPORATION 


HOME OFFICES: BALTIMORE 


When writing to advertisers please mention Credit © Financial Management 


29 








6. The tax base should be broadened, so that taxes will 
be distributed over a greater proportion of our population, 
both for revenue purposes and to create a more general 
consciousness of taxation in the public mind. 


7. The state and federal governments should avoid 
fields of taxation where unconstitutional tax laws are a 
probable result. Whenever a tax law is declared uncon- 
stitutional, inequities will result. Some tax payers are 
able to recover taxes paid, while many others cannot. 
The types of taxation which are likely to result in de- 
cisions of unconstitutionality should be readily ascertain- 
able upon careful study and consideration. 


8. The frequent changes in our tax laws have consti- 
tuted one of the most objectionable feautres of the tax 
problem. To be successful, business organizations must be 
able to budget, estimate their probable cost and plan intel- 
ligently for the future. That is impossible when the busi- 
ness man cannot reasonably forecast what his tax liability 
will be because of possible changes in the tax laws. This 
uncertainty should be removed, in so far as possible, so that 
greater stability could be given to our business structure. 


9. Taxes should be levied for revenue purposes only. 






























‘Recommendations 


The National Association of Credit Men submits the 
following recommendations of changes in the federal tax 
system with a view to correcting certain faults which 
appear to be most detrimental to sound credit conditions. 
Some of these recommendations deal with the objectives 
to be obtained rather than with the technical means of 
obtaining them: 

1. Create a non-partisan National Tax Commission 
to make an exhaustive study of federal, state and local 
taxation and function as a continuing body to advise 
Congress and state legislatures on matters of taxation. 

2. Explore the possibility of devising a more adequate 
method of imposing Social Security taxes. 

3. Further study the need for a revision of the Federal 
Tax laws relating to capital gains and losses. 

4. Extend the net loss carry-over to at least three years. 

5. Eliminate the tax exemption on the income from 
future issues of government securities. 

6. Provide greater tax relief for firms operating under 
out-of-court arrangements with creditors in the manner 
suggested in the section of this report dealing with that 
matter. 

7. Reduce the high rates of surtax on personal income. 

8. Abolish the capital stock tax. 

9. Permit the filing of consolidated tax returns. 

10. Abolish hidden taxes correspondingly with a broad- 
ening of the tax base. 

11. Extend to the Revenue Act the principle embodied 
in Section 268 of the National Bankruptcy Act which 
provides that no taxable income is realized by a taxpayer 
as a result of the cancellation or the reduction of his 
indebtedness under proceedings in Chapters X, XI, XII 
and XIII of the Bankruptcy Act, but make that principle 
applicable to any cancellation of indebtedness, in whole 
or in part, resulting from an adjudication in bankruptcy 
or by virtue of an agreement with creditors, if immediately 
before such cancellation the debtor’s liabilities exceed 
the value of his assets. 

12. Amend Section 270 of the National Bankruptcy 
Act so as to make it conform with Section 268 of that 
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Act by the addition, at the end of Section 270, of the 
following words, “which cancellation or reduction, but 
for the provisions of Section 268, would have resulted 
in taxable income.” 


13. Amend Section 23(k) of the Internal Revenue 
Code to permit the charging off of bad debts irrespective 
of whether they were ascertained and written off by the 
taxpayer during the taxable year. 

14. Expand Section 3801 of the Code in conformity 
with the proposed change in Section 23(k). 

15. Designate in federal tax statutes, a responsible gov- 
ernment official upon whom notice of service may be made 
in court actions involving the administration of insolvent 
estates. 


Survey of Distribution Costs 


(Cont'd from page 11) “‘middlemen’’—compares 
with retail trade costs of $12,600,000,000 (33 per cent 
of the total) ; manufacturers’ distribution costs of $9,100,- 
000,000 (24 per cent); and transportation costs of $8,- 
800,000,000 (23 per cent). Miscellaneous distribution 
costs of $1,100,000,000 make up the remainder. 


The report makes a factual analysis of the widely held 
notion that profits made by wholesalers and other ele- 
ments in the distributive system are excessive and of the 
contention that if we could “eliminate the middleman” 
from our economic system, costs to consumers would be 
materially reduced. 

A survey of profits in various wholesale trades indi- 
cates that “wholesale grocers earned 1.3 per cent on sales 
in 1936, confectionery wholesalers made 2.2 per cent, dry 
goods wholesalers earned 2.7 per cent while profits of 
paint and varnish wholesalers ran as high as 4 per cent 
of sales.” All these figures, it is pointed out, relate to 
operations in a fairly profitable year. During the de- 
pression years from 1930 or 1931 to 1934 or 1935, a 
considerable proportion, if not the majority, of distribu- 
tors showed a net loss on their operations. 

Taking up the question of whether it would be possible 
to eliminate the wholesaler, the report says: “This in- 
termediary function is an essential part of the nation’s 
distributive system. If it were not performed by someone 
our economy in its present form could hardly exist.” 

Another statement often heard in discussions of our 
general business system is that the independent retailer 
is fast being pushed out by the chain store and that in a 
few years chains will monopolize a majority of the retail 
business. 

The research staff found that despite the rise of the 
chain store and the development of new forms of retailing 
such as the super-market, the independent, single-store 
merchants have held their own in numbers since 1929 
and now operate 86 per cent of the stores in the United 
States, handling nearly two-thirds of the total retail sales 
volume. These figures are for the last year (1935) for 
which statistics are available. 

Measuring the amount of retail trade as a whole, the 
report says, “In the United States in 1935 there were 
more than 1,600,000 retail stores employing nearly 4,000,- 
000 persons, exclusive of proprietors, and doing a busi- 


ness of $33,200,000,000.” 
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"Stream-lining”’ the 
legislative activity 


A special effort will be made this year to improve further 
the Association’s organization for legislative work and to 
stimulate interest in that work among the membership. 
A program to accomplish those objectives is being devel- 
oped by the Association’s National Legislative Committee 
and full particulars will be presented later to all local 
associations, 

A feature of this program will be an effort to improve 
the legislative work in those local associations where the 
standard of that work has fallen below the general aver- 
age throughout the Association. In that connection, the 
following excerpts from the last annual report of the 
Chairman of the National Legislative Committee, Mr. 
George A. Van Smith, is significant: 

“The inadequate response of local associations to re- 
quests for information regarding their legislative activities 
prompts your Chairman to call attention regretfully to 
what he believes to be a most serious handicap to the As- 
sociation’s legislative efforts, namely, the inadequate at- 
tention which is given to legislative work by both the 
members and the personnel of the staff of some local asso- 
ciations. Careful observation of this situation during the 
past year convinces your Chairman that this situation 
should be promptly corrected.” 

“No business firm with branches located throughout the 
country, could possibly survive with only a part of its 
branches cooperating actively in the company’s general 
program. It seems obvious that no national association 
of business men can give maximum service to its members 
unless its full capacities are utilized. When they are not 
so utilized the active parts of the organizations suffer from 
the inactivity of the other parts.” 

“That fact is strikingly true in the legislative work of 
our Association. Few, if any national associations are 


better set up to do an effective legislative job, or have a 
better reputation for constructive, unselfish service in the 
legislative field. It must be admitted, however, that the 
Association’s potential influence in that field is not being 
exerted because of the inadequate cooperation in the work 
to which reference has already been made.” 
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“This statement does not in any way depreciate the fine 
legisiative work which the Association is doing. It does 
suggest that we could do much better work if all local 
associations would devote as much time and energy to 
legislative work as it receives in many of our associations. 
There is no reason why two local associations, similar in 
size, should present entirely different records of legislative 
performance; no reason why one of them should have a 
strong legislative committee, frequent legislative meetings, 
interesting legislative bulletins and a fine record of legis- 
lative accomplishments, while the other has an inactive com- 
mittee, fails to answer correspondence with the National 
Office on legislative matters, does little to stimulate mem- 
ber interest and activity in legislative work and, as a re- 
sult, turns in a legislative performance that is consistently 
below par.” 

No Association member needs to be told that the Asso- 
ciation has recorded some remarkable accomplishments in 
the legislative field. All members will agree, however, 
that the Association can’t rest content with its past record 
but must press forward with renewed activity to meet the 
increasing legislative responsibilities which it will have in 
the future. To that end, the program of “‘stream-lining” 
the Association’s legislative organization will be directed. 


Technical knowledge needed in 
collection - adjustment work 


Close attention to creditor activities in Association 
Bureau work indicates that many cases of rehabilitation or 
liquidation, where creditors have substantial interests, are 
hindered and sometimes upset by hasty or ill-considered 
decisions of credit managers. 

An admonition is given to the younger credit manager 
to urge him to view his own business as a whole. The 
reorganization or extension or liquidation plan needs to be 
understood from the sales angle as well as the financial 
viewpoint. ‘This thought presupposes that every credit 
manager will study the problem as though he owned the 
business and were acting as though he had a personal 
interest. 

Care should be used in the consideration of any plan 
submitted by any third party. The reputability and in- 
tegrity of all third parties are important and their fa- 
cilities for actual service are of great interest to all 
creditors. 


Heimann “birthday party”’ 
memberships total 118 


For the third consecutive year, the “birthday party” for 
the N. A. C. M. Executive Manager, Henry H. Hei- 
mann, was scheduled in September by local associations 
in the form of a special report on membership gains. 
Thirty-two N. A. C. M. affiliates reported 118 new 
members this year, constituting a happy- surprise to him 
besides a substantial addition to the membership of the 
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23 Credit Women’s 
Clubs are now active 


Twenty-three Credit Women’s Clubs are active in the 
National Association of Credit Men. Since the mem- 
bership in these Clubs is not limited to full-fledged mem- 
bers of local Associations, the total membership of these 
twenty-three groups is 1,251. There are four Associa- 
tions which have Credit Women’s Committees, with a 
total membership of forty-seven. This membership repre- 
sents women who are members of the National Associa- 
tion of Credit Men and its affiliated Associations. 

Of the twenty-three active Credit Women’s Clubs, 
fourteen of them have monthly publications in booklet 
form, and four others have columns in the monthly maga- 
zines of their local Associations. 

A survey of the local Associations of Credit Men was 
made to determine the number of women credit managers 
who are members of the National Association of Credit 
Men. Seventy-eight Associations have replied, and in 
those Associations there are 1,010 women members. Com- 
paring this survey with a similar one made some twelve 
years ago, it is found there has been an increase of ap- 
proximately one-third in the membership of women credit 
managers. 


The National Credit Women’s Executive Committee 
for 1939-40 follows: 


Miss Jane Sweaf, CHAIR- 
MAN 

303 Fifth Avenue 

New York City, New York 


Miss S. Jane White 
Cleveland Ice Cream Co. 
West 47th St. and Train Ave. 
Cleveland, Ohio 


Mrs. Anne Linne 

E. Rauh & Sons Fertilizer Co. 
Union Stock Yards 
Indianapolis, Indiana 


Mrs. Ida L. Reed 
Douglas Candy Company 
127 So. Second Street 

St. Joseph, Missouri 


Mrs. Alice Fields 
B. P. John Furniture Corp. 
5200 S. W. Macadam Ave. 
Portland, Oregon 


Mrs. Frances Beaumont 
Theo. Kotzin Co., Ltd. 
1242 Santee Street 

Los Angeles, California 


Miss Helen Greene 
Denver Fire Clay Company 
Denver, Colorado 


Miss Alleen Harrison 
Tafel Electric Co. 
329 W. Main Street 
Louisville, Kentucky 


Miss Harriett Russell 
Sandura Company, Inc. 
Finance Building 
Philadelphia, Pennsylvania 


Miss Annie Porter 
Santa Fe Builders Supply Co. 
Santa Fe, New Mexico 


Mrs.- Bobbie Hunter 
Eaton-Clark Company 
1490 Franklin Street 
Detroit, Michigan 


Miss Emily Davidson 
Chicago Pump Company 
2336 Wolfram Street 
Chicago, Illinois 


Miss Harriet B.. O’Brien 
Cream of Wheat Corporation 
Minneapolis, Minnesota 


Miss Jane Heady, SECRE- 
TARY 

National Assn. of Credit Men 

33 South Clark Street 

Chicago, Illinois 





Tregoe Essay Contest 
announced for ‘40 


Attention, students and former students of the National 
Institute of Credit! The Fifth Annual Tregoe Memorial 
Prize Essay Competition has just been announced by the 
National Institute of Credit. This Essay Competition is 
held annually in memory of the late J. H. Tregoe, past 
Exec. Mgr. of the N. A. C. M., and one of the pioneers 
in the movement for sound business credit principles and 
practices. 

As in previous years, eligibility is divided into two 
classes. In one group, students or former students of the 
National Institute of Credit are included. In the other, 
juniors and seniors in Schools of Commerce of Business 
Administration in recognized colleges or universities are 
eligible. 

Prizes in both classes will be identical, with four money 
prizes ranging from $100 to $10 and six honorable men- 
tion awards of the 1940 copy of “Credit Manual of Com- 
mercial Laws” for each winner., Essays are unrestricted 
within the limit that the paper must be related to some 
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phase of credit practice or policy or show the importance 
of credit to business and economic life. The maximum 
length is 4,000 words. 

The closing date for receipt of essays in this competi- 
tion is April 1, 1940. Full information about the com- 
petition is available from Carl H. Henrikson, Jr., Direc- 


,tor of Education, N. A. C. M., One Park Ave., New 
York. 


This year marks another step forward for the Institute. 
At least ten new chapters will be added. Cooperation 
with leading universities has been extended to include 
twenty-nine universities and colleges. In past years two 
or three chapters planned their informal program of 
forums and round tables for a year in advance and pub- 
lished complete program leaflets in September. This year 
many additional chapters have followed this procedure. 

The International Assn. for Promotion and Protection 
of Trade, the British equivalent of our N. A. C. M., has 
laid plans for the organization of an Institute of Credit- 
men, patterned after the National Institute of Credit. 
Mr. Cuthbert Greig, Secretary and General Manager, 
writes as follows from London: “Since Mr. Hitler has 
seen fit to force us to take up arms against his regime, I 
am afraid that the matter will have to be held in abey- 
ance for a little while, but you may take it that as soon 
as we have become accustomed to the present conditions 
we shall go straight ahead despite Mr. Adolf!” 


F.P.D. helps corral three 
more fraudulent operators 


Three more fraudulent operators were taken out of 
circulation recently when Morris B. Perlman, Abe Kiefer 
and Sol. C. Shank were sentenced after being found guilty 
of concealment of assets in violation of the National 
Bankruptcy Act. The indictments and convictions re- 
sulted from investigations by the Fraud Prevention De- 
partment, which acted at the request of John P. Maguire 
& Co., Inc., of New York. 

The three individuals involved had been operating as 
the Glenmore Manufacturing Company in Baltimore, 
Md., and were engaged in business as jobbers of sports 
knitwear. They had started business in July 1937 but, 
after being in business for only five months, closed their 
doors without notification to either employees or creditors. 

Shortly after beginning business operations, the firm 
had issued a financial statement which set forth a net 
worth of $7,000. In February 1938, after an involuntary 
petition of bankruptcy was filed in the Federal Court 
of Baltimore, liabilities were estimated at approximately 
$8,000 with no assets whatever. The investigation of the 
case revealed that a considerable amount of merchandise 
had been shipped to New York where it was sold at very 
low prices and no reimbursements were made to the credi- 
tors for the goods thus sold. 

The Fraud Prevention Department traced Perlman 
from Baltimore to the Pacific Coast and back to Chicago 
where Perlman was then apprehended by the Federal Bu- 
reau of Investigation. Kiefer, who was also known as 
Charles Levine and “Abe Kiefetz, had previously been 
taken into custody and after entering a plea of guilty was 
sentenced to imprisonment for a year and a day. Shank 
chose to stand trial. He was found guilty and sentenced 
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to 18 months imprisonment, a similar sentence being 
meted out to Perlman. 

The prosecution of this case was ably handled by T. 
Barton Harrington, - Assistant U. S. Attorney in Balti- 
more. The Fraud Prevention Department was assisted 
in its investigation by Lester Prink of the Maguire 
company. 


Census of Business 


for 1939 begins soon 


All member firms of the N. A. C. M. which receive 
the schedules for the 1939 Census of Business, which is 
to be conducted shortly by the U. S. Department of Com- 
merce, are urged to provide the required information as 
soon as possible so that the reports on the basic data can 
be available in the summer of 1940. 

This Census of Business will be of particular interest 
to credit and financial executives because certain sections 
of the information which is to be collected will be con- 
cerned directly with the functions of our members. 

The census of the petroleum business, as well as that 
of retailers, will gather information as to stocks on hand 
and accounts receivable. The census of agents and brok- 
ers will, among other things, collect information on in- 
ventory of merchandise on hand at cost value. The 
wholesale census—covering service wholesalers, limited 
function wholesalers, commission merchants and manu- 
facturers’ sales offices or branches—will not only collect 
data about stocks on hand and accounts receivable, but 
also will develop statistics on cash-credit analysis of sales. 
The surveys will also gather information on sales, em- 
ployment operating expenses, etc. Further information 
as to this 1939 Census of Business is available from F. A. 
Gosnell, Bureau of the Census, Washington, D. C., or 
the Public Relations Department, N. A. C. M., New 
York. 
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S. W. credit parley 
to meet in Waco 


Waco—The Southwest Credit Confer- 
ence will be held here on Nov. 10-11 with 
delegates in attendance from Texas, Louisi- 
ana, Arkansas, Oklahoma and New Mexico. 
Among the speakers will be National Pres., 
Chas. A. Wells; Exec. Mgr., Henry H. 
Heimann; Hon. Glenn Smith of Fort 
Worth, who will discuss the Chandler 
Bankruptcy Law; Hon. W. W. Naman, 
whose subject will be “State Exemption 
Laws and Their Relationship to the New 
Bankruptcy Law”. Pres. Neff of Baylor 
University will speak at the Friday lunch- 
eon. The N.A.C.M. legislative program 
will be one of several other subjects pre- 
sented before the Conference sessions. D. S. 
Dodson, The McLendon Hardware Co., 
Waco, is Chairman of the Program Com- 
mittee. 

Other speakers will include Dr. M. S. 
Carroll of Baylor University on “Economic 
Effect of the European War in America”; 
Roy A. Colliton, Director, Credit Inter- 
change Bureaus, N.A.C.M.; Hon. Morris 
D. Meyer, Attorney-at-Law, Houston. 
Horace Barnhart, Secy., Austin Wholesale 
C.M.A.; H. W. Graff, Alamo National 
Bank, San Antonio. J. A. B. Smith, Secy., 
Shreveport Wholesale C.M.A., Walter 
Raabe, Pres., Albuquerque A.C.M. 

Dr. Walter P. Webb of Texas Univer- 
sity will discuss “The Frontier and De- 
mocracy,” at the opening session on Sat- 
urday, prior to the group conferences that 
morning. Saturday afternoon will be fea- 
tured with attendance at the Texas U. vs. 
Baylor U. football game. 


Pittsburgh: 


Grand Exalted Superzeb Floyd Ferguson, 
who was chofen to head the Royal Order 
of Zebras at the Grand Rapids Credit 
Congress in June, was honored at the open- 
ing meeting of the 
Pittsburgh Herd, R. 
O. Z., in the Fort 
Pitt Hotel here on 
Sept. 25. The meet- 
ing featured the 
adoption of a new 
Zebratution and Hee- 
Haws, listened to a 
message from Mr. 
Ferguson and then 
chose officers for the 
new year. Mr. Ferguson in his talk dis- 
cussed the program of the national or- 
ganization, of which he is the newly-chosen 
leader. He was Eastern Grand Divizeb 
prior to the election at Grand Rapids. 





36 local Associations feature recording 
of Heimann talk on N. A. C. M. at meetings 


Thirty-six Associations have featured at a fall meeting a recorded talk by Exec. Mgr. 


Heimann entitled “What is the N. A. C. M.?” 


Other local Associations desiring this 


recording may do so by communicating with Paul Haase, Publicity Director, N. A. C. M., 


One Park Ave., N. Y. 


The following Associations, at the time this is written, had requested the record- 


Pres. Wells visits 


local associations 


St. Joseph—N. A. C. M. Pres. Chas. A. 
Wells has been active in official activities 
during recent weeks. Among his activities 
have been appearances and participation in 
various meetings of local Associations. He 
took part in the Wisconsin-Upper Michi- 
gan Credit Conference in Green Bay in 
the middle of September and later that 
month was present at the meetings of the 
Omaha A. C. M. and the Wichita A. C. M. 
In October, the N. A. C. M. leader ap- 
peared in Sioux City, Sioux Falls and 
Kansas City. In November he will visit 
Albuquerque, Santa Fe and Amarillo prior 
to attendance at the Southwest Credit Conf. 
in Waco, Nov. 10-11. 


Conn. A. C. M. starts 


new bulletin service 


New Haven—A new publication called 
“The Occasional Bulletin,’ made its ap- 
pearance in October, being issved by the 
Conn. A.C.M., which includes the Bridge- 
port, Hartford, New Haven and Water- 
bury Associations of Credit Men. 

Taking advantage of illustrations and 
novel layouts, it devotes different sections 
to the various local Associations as well 
as carrying material about the activities 
of both the Conn. A.C.M. and the N.A.C.M. 


Louisville — This 
picture was taken 
on the occasion of 
the Buffet supper in 
the patio of the 
Louisville C. M. A. 
Bidg., on Sept. 18 
when the Central 
and Eastern Secy- 
Mgrs.’ Conf. was 
held here. 


ing: New Jersey A. C. M., Newark; Louis- 
ville C. M. A.; South Bend A. C. M.; 
Rochester A. C. M.; Duluth-Superior Dis- 
trict Credit Assn., Duluth; Minneapolis A. 
C. M.; Knoxville A. C. M.; Fargo-Moor- 
head A. C. M., Fargo; San Antonio Whole- 
sale C. M. A.; Bluefield A. C. M.; St. 
Joseph A. C. M.; Eastern N. Y. A. C. M., 
Albany; Norfolk-Tidewater A. C. M., Nor- 
folk; Indianapolis A. C. M.; Wholesalers 
Credit Assn. of Oakland, Calif.; San Diego 
Wholesale C. M. A.; Interstate A. C. M., 
Sioux City; Omaha A. C. M.; Fort Worth 
A. C. M.; Grand Forks A. C. M.; Burling- 
ton A. C. M.; Credit Assn. of Western 
N. Y., Buffalo; Seattle A. C. M.; Chat- 
tanooga A. C. M.; Cincinnati A. C. M.; 
Memphis A. C. M.; Worcester County A. 
C. M.; Cedar Rapids A. C. M.; Atlanta 
A. C. M.; Parkersburg-Marietta A. C. M. 
Parkersburg; The Rocky Mountain A. C. 
M., Denver; Wichita A. C. M.; Dallas 
Wholesale C. M. A., Bridgeport A. C. M.; 
Wholesalers’ Credit Assn. of Arizona, 
Phoenix; and The Credit Men’s Assn. of 
the Carolinas, Charlotte. 


Mich. ‘‘C’’ men meet 


Lansing—The Michigan State Credit 
Conference was held here Nov. 3 under 
the sponsorship of the Lansing A.C.M. at 
the Hotel Olds. John Hay, Lansing A.C.M. 
Pres. and Elmo Dygart were among those 
active in organizing the conference which 
was featured with an address by Exec. 
Mgr. Henry H. Heimann of the N.A.C.M. 
on the war situation and its U. S. effects. 
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Priorities take big 
share of estates 


Newark—In a recent issue of the local 


 pulletin an item called attention to the fate 
of unsecured creditors when tax and other 
_ priority claims leave little or nothing for 
_ jereditors upon liquidation of a business. 


The account points out that at the first 
meeting of creditors of a Newark hardware 
firm, they were amazed to learn that the 
priority claims for rent amounted to $2,100 
and taxes amounted to $3,771. The pro- 
ceeds of the auction sale amounted to 
$7,232.49. After payment of the priority 
claims, administration expenses and fees 
there was little distributed to unsecured 
creditors whose claims totaled over $20,000. 
“We recently received word that our 
Wichita Association has refused three as- 
signment cases because the taxes would 
exceed the amount the assets could be sold 
for and therefore they would not be work- 
ing for the benefit of creditors. St. Louis 
Association recently advised its members 
that taxes were claiming from 28 per cent 
to 50 per cent of the amount realized from 
assets in Adjustment Bureau cases. It 
points out that taxes now include federal 
and state income, property, personal, social 
security, unemployment, occupational and 
sales taxes and many others in different 
localities,” the bulletin also reveals. 


Public Utility 
Group plans for ’40 


Detroit—Plans are already under way 
for the meetings at the 1940 N. A. C. M. 
Credit Congress, which will be held by the 
Public Utility Group under the chairman- 
ship of H. J. Offer, the Detroit Edison Co. 
Other officers of the group are: Vice Chair- 
man: J. V. Naber, Buffalo, N. Y.; Com- 
mittee-men: Western Division, R. W. 
Peterson, Seattle, Wash.; Eastern Division, 
W. R. Seidel, Rochester, N. Y.; Central «x 
Southern Division, E. A. Smith, New 
Orleans, La. 

With a view of increasing the benefits 
to the members associated with this Group, 
a committee to function as a clearing house 
for information about credit and collection 
methods and systems was selected. It in- 
cludes: Chairman: H. S. Hahn, Columbus, 
O.; Committeemen: S. A. Bialecki, Mil- 
waukee, Wis.; M. P. Randall, Birming- 
ham, Ala.; W. R. Seidel, Rochester, N. 
Y.; L. L. Starrett, Chicago, Ill.; and O. 
J. Vosbrink, St. Louis, Mo. 

The program being planned for the 
1940 Public Utility Group meetings will 
be of great benefit to all delegates attend- 
ing. The National Chairman, Vice Chair- 
man, and Committee-men welcome sugges- 
tions for papers or discussions for the 
Group sessions at the Credit Congress to 
be held in Toronto, Canada, next May. 


Rochester Chapter hears 
Bennitt on credit frauds 


Rochester—Brace Bennitt, Director of 
Sales and Promotion, N. A. C. M., ad- 
dressed the Nov. 1 meeting of the Roches- 
ter Chapter. 
Business.” 


His subject was: “G-Men of 


News About Credit Matters 





Year No. 13 taken 
in stride by 


Rochester ‘’C’’ women 


Rochester—The Women’s Group of the 
Rochester A. C. M. is approaching the 
end of its 13th year, having been organ- 
ized in January 1927 with 20 charter mem- 
bers. The organization came about that 
month following a visit to Rochester by 
Mr. William Pouch of New York who was 
then N. A. C. M. President. With his 
aid and that of Rochester President Carey 
Ostrander, the group began its activity. 

For its first Chairman it chose Miss 
Katherine Griffin, who held this post until 
November 1930. Following a long illness 
Miss Griffin passed away in October 1935. 
Miss Anne Curran succeeded her and con- 
tinued as Chairman until May 1932. 

In those first five years the foundations 
were so well laid that the group grew con- 
tinually through the difficult depression 
years under the leadership of Bertha Wun- 
derly, Ida Randle, Teresa Brayer, Lena 
Sanford and Nora Hamill, who held the 
post of Chairman during the second five- 
year period. 

Ruth M. Owen, now a Director of the 
group, was Chairman as the club opened 
its third five-year period and under her 
leadership the membership increased ap- 
proximately 100 per cent and held joint 
meetings with Women’s Groups in Syra- 
cuse, Binghamton and Utica. 

The present leader is Betty Nohe who, 
among other activities, has brought the 
club firmly behind the Educational Pro- 
gram of the Association and the new 
Rochester Chapter of the National Insti- 
tute of Credit. At the present time over 
60 credit women and assistants are. mem- 
bers of the group. The officers for the 
present year follow: Chairman, Helen 
Lynch; Vice Chairman, M. Louise Lewis; 
Secretary, Irene Culliton; Treasurer, Mary 
B. Joy. Directors are: Teresa Brayer, 
Bertha Gallup, Rose Doyle, Ann Curran 
and Betty Nohe. 


Weir speaks at 


local meetings 


David A. Weir, Asst. Exec. Mgr., N. A. 
C. M., appeared before luncheon meeting 
of the Credo Club at Pittsburgh on Oct. 
31 and will speak before the monthly 
meetings of the Worcester County A. C. 
M., the Boston C. M. A., and the Utica 
A. C. M. on Nov. 13, 14 and 15, respec- 
tively. 


Moran addresses 
two service groups 


Chicago—E. B. Moran, Central Division 
Manager, N.A.C.M., recently addressed the 
Rotary Club of Fond du Lac, Wisconsin, on 
“A Quarter Billion Dollar Racket,” and on 
the occasion of the N.A.C.M. Secy.-Mgrs.’ 
Conference in Louisville, addressed the 
Kiwanis Club of that city on “The Credit 
Executive’s Place in Industry.” 
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Boston Chapter plans 
full year’s program 


Boston—This chapter, as usual, has come 
to the front with an excellent program laid 
out fur the full year. Sept: “The Prepara- 
tion of Credit Agency Reports’ by Thos. 
E. Abely; Oct: “The Retail Credit Mana- 
ger” by John Madden; Nov: “Modern 
Credit Procedure” by Paul Fielden; Dec: 
“Open Forum”, Chairman Jas. N. Jones; 
Jan: “Government and Business” by Ralph 
Wilson; Feb: “Business Prospects for 1940” 
by C. Richardson; Mar: “Logic and Busi- 
ness Correspondence” by Prof. R. Davis; 
Apr: “Credit and the Economic Trend” by 
E. I. Kileup; May: Annual Meeting. 


Grand Rapids: 


Blushingly admitting that it was “the 
biggest show on earth,” the Grand Rapids 
A. C. M. put “The Quiz Parade on 
Parade” across at its Oct. 30 meeting with 
a question and answer contest among 
teams representing the East Side and the 
West Side, the North End and the South 
End. Most of the questions concerned 
credit and Association matters and the 
program was under the chairmanship of 
Geo. Wilson with Tony Zoellner as “Mas- 
ter of Confusion.” 


St. Paul: 


The Valley Conference, sponsored by the 
St. Paul A. C. M. on Oct. 14 at the Winona 
Country Club, was declared a complete 
success by all present. The afternoon was 
featured with golf and _ scenic tours 
through the countryside. Following din- 
ner, E. H. Lothian, Director, Collection and 
Adjustment Bureaus Department, N. A. C. 
M., discussed “Credit Cooperation: A 
Necessity !” 


Newark: 


Up-to-date trends in credit practices 
were discussed in a series of metings in 
October, staged by the New Jersey A. C. 
M. On Oct. 16 Herbert S. Brooks, Pres., 
Essex County Assn. of Underwriters, pre- 
sented “Credit and Casualty Insurance.” 
The following Monday, W. Randolph 
Montgomery, N. A. C. M. Counsel, talked 
on “Creditor Participation under the New 
Bankruptcy Act.” On Oct. 30, D. B. 
Lumpkin, Pres., Surety Underwriters Assn. 
of New Jersey, discussed. “Credit and 
Surety.” 


Cleveland: 


The local Zebra Herd held a clambake 
on Saturday, Oct. 28, which was open to 
members of the Cleveland A. C. M. and 
employees of member firms. E. H. Rot- 
singer handled the affair, which included 
a variety program of entertainment. 


Seattle: 


Dr. H. H. Preston of the University of 
Washington presented a talk “What Will 
War Do to the Dollar?” at the Oct. din- 
ner meeting of the Seattle A. C. M. The 
evening’s program also featured colored 
movies of the European war zone taken, 
prior to the war, by Ira W. Bedle, Exec. 
Vice Pres., National Bank of Commerce. 
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Association 
Activities 








San Francisco: 


A gold wrist watch suitably engraved 
for the occasion was presented to George 
A. Van Smith, retiring President, by the 
Directors of this Association at a com- 
plimentary dinner in 
the Sir Francis Drake 
Hotel. This is an 
annual event which 
has been followed by 
the Board of Direc- 
tors for the past 15 
years. This year’s 
event was featured 
by the recitation of 
a long poem written 
and read by J. H. 
Early, Past President 
of the local Associa- 
tion. Typical of the 
sentiments expressed in the poem are the 
following lines from one of the verses: 

His friends we know are legion. 

He’s lived in many a clime, 

But only in this region— 
Has his praise been sung in rhyme! 


Boston: 


The Boston C. M. A. chose James A. 
Mawn, Gulf Oil Corp., its ist Vice Pres. 
to succeed Leon O. Wavle as President of 
the Association. Mr. Wavle resigned to 
engage in business in New Bedford. He 
had been an active member for many years 
representing S. S. Pierce Co. 


South Bend: 


Charles F. Baldwin, N.A.C.M. Wash- 
ington Representative, addressed the South 
Bend A.C.M. at its Sept. dinner meeting, 
discussing state and federal legislation 
affecting credit and finance. He stressed 
the increased need for wise extension and 
control of commercial credit and for sound 
legislation to protect credit conditions in 
the face of uncertainties at home and 
abroad. 

Chairman of Assn. Committees for the 
coming year are: Adjustment Bureau: C. K. 
Kuehne ; Banking Currency: Robert Ander- 
son; Bankruptcy: O. W. Tait; Credit Edu- 
cation: J. A. Schmidt; Entertainment: Don 
Johnson; Finance: J. H. Flynn; Inter- 
change: H. E. Marker; Legislative—Tax: 
Wm. Bell; Membership: H. M. West; Pro- 


gram: J. Ray Storey; Public Relations: 
Jas. Devaney. 


Youngstown: 


The annual picnic of the Youngstown 
A.C.M. was held at Coalburg Lake in Ohio 
early in Sept. with the afternoon devoted 
to a sports program, with prizes for 
winners, followed by dinner and group 
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singing. The picnic committee included: 
K. C. Sommer, Chairman; A. I. Kidston, 
F. W. James, R. J. Renner, L. A. Stewart, 
E. M. Ikirt and O. E. Johnson. 


Wichita: 


An exceptionally fine program was fea- 
tured on the occasion of the Sept. meeting 
of the Wichita A.C.M. when Chas. A. 
Wells, Pres., John S. Brittain Dry Goods 
Co., and Pres. of the N.A.C.M. was the 
guest speaker. Mr. Wells’ talk was highly 
appreciated by all those present on this 
occasion. 


The opening meeting of the current 
season was held on Sept. 21 and was dedi- 
cated to past presidents of the local Asso- 
ciation. Following the presentation of a 
recorded talk by N.A.C.M. Exec. Mgr. 
Heimann, L. H. Wilkinson, 1932 President, 
gave a talk on association matters, fol- 
lowed by a one-minute talk by each of the 
other past presidents in attendance. Asst. 
Exec. Mgr. of the N.A.C.M., David A. 
Weir, then summarized the theme of the 
entire meeting. 

Toastmaster for the occasion was J. C. 
Riser, 1917 President, and other past presi- 
dents in attendance were: F. H. Kidd, 
1918; R. D. Hall, 1929; George A. Coffey, 
1930; H. G. Hild, 1931; H. T. Biar, 1933; 
P. E. Dietz, 1934; Gaston Hallam, 1936. 


Richmond: 


The first fall meeting of the Richmond 
A.C.M. was staged at the Hermitage 
Country Club on Sept. 28. A number of 
members played golf prior to the dinner, 
which was followed by a bingo party. 


New York: 


The Crystal Anniversary of the Paint 
and Allied Industries Credit Assn., an 
affiliate of the New York C.M.A., will be 
held at the Hotel Astor on Saturday, Nov. 
25, featuring a dinner-dance, it was an- 
nounced by William Rohs, Chairman, Pub- 
licity Committee. 


Albany: 


As a preliminary to its series of regular 
monthly meetings, which began in October, 
the Eastern N. Y. A.C.M. opened its 
activities with its first annual Clam-bake 
on Sept. 16 at Voorheesville. A variety of 
sporting and social events featured the 
occasion. 


Worcester: 


With the successful sponsorship of the 
New England Credit Conference at the 
Hotel Bancroft, a matter of history, the 
Worcester County A.C.M. is now looking 
forward to its Nov. 13 meeting at which 
David A. Weir, Asst. Exec. Mgr., N.A.C.M., 
will address the local credit executives. 
Plans for meetings in succeeding months 
include a Dec. meeting at Fitchburg, a 





credit group meeting in Jan., a joint session 
with the Worcester Association in Feb., a 
March meeting in combination with the 
Boston Credit Institute, a joint meeting 
with Worcester Chapter, N.A.C.A. in April, 
and the annual meeting and ladies’ night 
in May. 


“The Future of Latin American Trade” 
was discussed by Kenneth H. Campbell, 
Manager, Foreign Credit Interchange Bu- 
reau, N. A. C. M., at the luncheon meet- 
ing on Oct. 17 held by the Baltimore A. C. 
M. in the Emerson Hotel. Mr. Campbell 
discussed the possibilities of expanded mar- 
kets for American firms in that area due 
to war conditions in Europe. 


Syracuse: 


The first fall dinner meeting of the Syra- 
cuse A. C. M. was held on Oct. 19 at the 
Onondaga Hotel and featured an address 
by Hon. Harold G. Hoffman, former Gov- 
ernor of the State of New Jersey and Vice 
Pres. of the National Safety Council. 


St. Joseph: 


Roy A. Colliton, Credit Interchange Di- 
rector, N.A.C.M., was the principal speak- 
er at the October meeting of the St. Joseph 
A.C.M. at the East Hills Country Ciub. 
A feature of the meeting was the presen- 
tation of a recorded talk by Exec. Mgr. 
Heimann. National President, C. A. Wells, 
was also in attendance at the meeting. 


s 
Sioux City: 

The opening meeting of the Interstate 
A.C.M. was featured by the presentation 
of a gift of appreciation to George W. 
Scott, who was connected with the Crane 
Company here for over 40 years, and was 
one of the oldest members in the local 
Association. Since he was leaving for 
Calif. in Oct., the membership presented 
him with a set of matched wood golf 
clubs. A regular attendant at Tri-State 
conferences, Mr. Scott was active in the 
local Association as well as in numerous 
local clubs, being the sixth oldest Rotarian 
in terms of membership in this city. 


Kalamazoo: 


P. N. Millians, American Credit and 
Indemnity Co., New York, will speak on 
“Raising the Credit Man’s Job to a Pro- 
fessional Standard,” at the Nov. 13 meet- 
ing of the Credit Assn. of Southwestern 
Michigan. 


Binghamton: 


Dr. Peter F. Drucker, American corres- 
pondent for several British publications 
was the speaker at the first fall dinner 
meeting of the Triple Cities A.C.M. in 
the Arlington Hotel on Oct. 10. He dis- 
cussed \ “The International Crisis and 
American Business.” 
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InfoNIC 


Albany—George Kugler, Chairman, Educ. 
Com., reports the inauguration of a third 
successful year for the local chapter. A 
course in Business English is being offered 
under the instructorship of Prof. Ter- 
williger. 

Baltimore—George J. Clautice and his 
Educational Com. have laid plans for an 
advanced course in credit to be entitled 
Credit and Financial Management. 

Grand Rapids—Wendell A. Smith, Gen. 
Elec. Supply Corp., and his Committee have 
organized a class in Public Speaking. 

Johnstown—A new chapter has been or- 
ganized with more than 20 registered mem- 
bers. 

Kansas City—This new chapter was off 
to a good start with 50 members registered 
in Credits and Collections. Steps are being 
taken for chapter organization, election of 
oficers and formulation of an informal 
program. 

Minneapolis—Courses in Advanced Credit 
Problems and Business Law are being of- 
fered the first semester. 

New Haven—Meeting will be held in 
December to lay plans for the organization 
of a new chapter. A member of the Na- 
tional staff will meet with the New Haven 
Assn. to assist in Chapter organization. 

New York— This chapter promises a 
record registration this year with well over 
400 registered members. 

Portland—Although registrations are not 
yet in, this Chapter text books order indi- 
cates a registration of at least 80. 

Rochester—The first meeting was held 
on Oct. 4, at which time Prof. Wilbur K. 
McKee of New York U. spoke on the topic 
“Education is Power.” Rochester has at 
present more than 200 registered members. 

St. Louis—Orville Livingston reports an 
increased number of members in the Chap- 
ter’s three courses. Credits and Collections 
Fundamentals, Problems of Credit Man- 
agement, and Business English are offered 
with classes conducted in the Assn. offices. 

St. Paul—Walter T. Miller, Chairman, 
Educ. Com., reports that the chapter will 
offer a course in Problems of Credit Man- 
agement the first semester. 

Salt Lake City—A special arrangement 
has been made with the University of Utah, 
Ext. Div., to offer the formal courses of the 
Institute. They are also cooperating with 
the Associated Retail Credit Men in this 
program as are many other Chapters, fol- 
lowing the recommendations of the joint 
meeting of Assn. directors and executives 
held in New York a year ago. 

Spokane—Chas. W. Adams and his Educ. 
Com. plan to initiate an Institute chapter 
beginning the second semester. 














Promotions 








Pittsburgh—D. J. Fox, Vice Pres., Treas. 
and Director of Fretz-Moon Tube Co. of 
Butler has been appointed Asst. Treas. of 
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National Supply Co. with headquarters in 
Pittsburgh. 

Fort Wayne—Otto H. Adams, Member- 
ship Chairman of the Fort Wayne A.C.M., 
was recently appointed Superintendent of 
City Utilities in charge of the city-owned 
City Light and Power Works and the 
Water Works. 

Minneapolis— J. A. McBrien, Jordan 
Stevens Co., and past national director, 
N.A.C.M., has been advanced to the post of 
Asst. Secy. with his company. 

San Francisco— Chas. A. Dostal for 
several years Northwestern Manager, Mer- 
chandising Division, Westinghouse Electric 
& Manufacturing Co. at Chicago, has been 
appointed Pacific Coast General Manager 
of the company at San Francisco. 

Chicago—C. W. Marum, for 28 years a 
member of Link-Belt Company’s New York 
sales office and export division, has been 
promoted to the position of General Credit 
Manager, with headquarters at the com- 
pany’s general office in Chicago. Mr. 
Marum succeeds Melbourne P. Anderson, 
who has been general credit manager of 
the company for the last three years and 
has now been promoted to the position of 
chief accountant. Mr. Anderson, in turn, 
succeeds Harry E. Kellogg, who has been 
elevated from the position of chief account- 
ant to that of treasurer of the company, 
with headquarters in Chicago. 


Position wanted: 


Credit executive for oil company would 
consider change involving wider field of 
action; experienced wholesale, retail, for- 
eign, finance, installment selling, factoring, 
loans, insurance, personnel ; also profit en- 
gineering based on analyses of financial 
and operating statements. Sales-minded 
through marketing experience. Good loss 
record. Excellent references. Prefer to 
remain on Pacific Coast. For full informa- 
tion address Box 111, Credit and Financial 
Management, One Park Ave., N. Y. 





Obituary 


James L. Weir 


Detroit—James L. Weir, Secy.-Treas., 
Fred J. Robinson Lumber Ce., and Vice 
Pres. and Secy., Detroit Hume Pipe Co., 
died Sept. 24 at his home here. He was 
56 years old. Past Pres. of the Detroit 
A.C.M., Mr. Weir was also a member of 
the Rotary Club and the Detroit Athletic 
Club. During the World War he was a 
Captain of Ordnance and at the close of 
the war received the rank of Major. He 
is survived by his wife, Florence E. and 
a sister, Mrs. P. W. Williams of Detroit. 





Bernard V. Moore 


Minneapolis—Bernard V. Moore, Vice 
Pres., First National Bank & Trust Co., 
died on August 5. A member of the Asso- 
ciation for many years, he had addressed 
many local Associations as well as District 
Conferences in the Central West and was 
an active member of the Robert Morris 
Associates. 
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Credit career 








Mrs. Ida L. Reed 


St. Joseph—That one woman does much 
of the work in the St. Joseph A.C.M., any 
masculine member of that organization will 
enthusiastically concede. Mrs. Ida L. Reed, 
for 18 years Credit Manager and Acting 
Treasurer of the Douglas Candy Co., has 
been a member for 20 years and 14 times 
a national delegate of the St. Joseph Assn. 

In 1935, when the Association sponsored 
a membership contest, offering a trip to the 
Los Angeles Credit Congress, all expenses 
paid, Mrs. Reed obtained 11 of the 12 new 
members. An enthusiast te the “nth” de- 
gree in whatever she undertakes, Mrs. 
Reed was for three 
years Secretary of the 
St. Joseph Associa- 
tion, has served on 
the Board of Direc- 
tors, held the Chair- 
manship of important 
committees, and this 
year is serving as 
President. She was 
partly instrumental 
in having the Asso- 
ciation represented 
on the Board of Na- 
tional Directors by C. A. Wells in 1938. 


One of Mrs. Reed’s cherished memories 
is the opportunity she had of being among 
the 40 women present at the breakfast at 
the Washington Credit Congress in 1925, 
the first assembly of credit women at a 
national convention. She now has the dis- 
tinct honor of serving, 1936-1939, inclus- 
ive, as one of the eight members of the 
National Credit Women’s Executive Com- 
mittee, appointed by the National President. 

Mrs. Reed began her career at the age 
of 15 as a public school teacher, teaching 
a class in piano during vacations. 
Widowed when her son was a year old, 
she entered the business field. 


Attending national conventions is Mrs. 
Reed’s hobby. She takes a lively interest 
in her work, her family, her church and 
her clubs. Her enthusiasm and ideas for 
the sales department of the Douglas Candy 
Co. have caused her to be dubbed often 
“assistant sales manager.” 





Mrs. Reed’s son is a practicing attorney. 
She has two grandsons, aged four and six. 

As Educational Chairman of the Altrusa 
Club, International, Mrs. Reed has talked 
twice during this year to high school 
groups on vocational training, sponsored 
by the Altrusans. She is also a member 
of the Board of Directors of the Women’s 
Division, St. Joseph C. of C. 

As a member of the Francis Street 
Methodist Church, she is~ active in and 
was for five years President of a Sunday 
School class, the membership of which was 
from 150 to 300. She is active in the Busi- 
ness and Professional Women’s Missionary 
Circle. 

This assembly of facts about a wide- 
awake credit woman would indicate what 
is infinitely true, that Mrs. Reed knows 
how to win friends and influence people. 
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Local Assns. have 


women presidents 


Coincidentally with the appearance in our 
“Credit Careers” column in this issue of 
the account of business and credit associa- 
tion activity of Mrs. Ida L. Reed, Pres., St. 
Joseph A. C. M., we wish to take ad- 
vantage of the opportunity to call attention 
to three other women who also are Presi- 
dents of their local associations. Alpha- 
betically they are: Mrs. Alma Angstead, 
Des Moines, lowa; Miss Leslie M. Pol- 
lock, Burlington, lowa; Mrs. Bertha C. 
Teachout, Jackson, Mich. 

Mrs. Angstead gained her initial business 
experience with the Pittsburgh Plate Glass 
Company and then was employed in the 
accounting department of a transfer and 
storage firm. Then she became connected 
with the Wm. H. Metz Co., which handles 
automotive equipment and accessories. She 
has been serving in the capacity of credit 
manager for this company for the past eight 
years. During this time she served on 
numerous association committees and drew 
particular attention to 
herself as Chairman 
of a Credit Ladies’ 
Committee which con- 
ducted an association 
meeting. The manner 
in which she handled 
the meeting demon- 
strated to the associa- 
tion members her ca- 
pacity for the job of 
President. She served 
on the Association 
Board for two years 
and among her as- 
sociates she is considered a very capable 
credit executive. 

In Burlington, Iowa, Miss Leslie M. 
Pollock, the current President of the Local 
Association, is well known in the business 
world, having been credit manager for her 
firm, The Gardner & Gould Co., for some 
35 years, and in 1928 having added the 
post of Treasurer to the title of Secretary, 
which she carried for many years before 
that. Miss Pollock has been an active 
member of the Bur- 
lington A. C. M. since 
its organization and is 
very much interested 
in civic activities, in- 
cluding Y. W. C. A. 
work, She has been 
a member of the 
Board of Directors of 
the Y. W. C. A. for 
30 years and Trea- 
surer of the local 
Y. W. C. A. for some 
period of time. She has been a member 
of the local Community Chest Board for 
a number of years and is now its Secre- 
tary. Miss Pollock has been a member of 
the local chapter of P. E. O. since 1911 and 
is past president of the organization. 
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In Jackson, Mich., it is getting to be 
a frequent occurrence for a woman mem- 
ber of the Association to be elected Presi- 
dent. Mrs. Teachout is the third woman 
president in the last 12 years, having 
been elected in 1938 and re-elected in July 
of the present year. Mrs. Teachout is ac- 
tive head of Claire W. Teachout, a firm 
engaged in wholesale confectionery and 
fountain supplies. 

She believes in associations and their ac- 
tivities and has been willing throughout her 
career to back that belief by personal work. 
Almost a charter mem- 
ber of the Jackson 
Business and Profes- 
sional Women’s Club, 
she was its President 
in 1925-1926. Follow- 
ing her record in Jack- 
son, the State Federa- 
tion of Business and 
Professional Women 
drafted her for work 
in its district and state 
organization, leading 
up through minor of- 
fices to the State Presidency in 1938-1939. 
Over a great portion of the years outlined, 
Mrs. Teachout has been active in and a 
director of the Michigan Wholesale Con- 
fectioners’ Association. 

With all her business acumen, activity 
and interests, she has retained and de- 
veloped an interest in her family neighbor- 
hood, city and church affairs. 


Los Angeles: 


Florence E. Banks, Credit Mgr., Los 
Angeles Soap Co. was honored at the 1939 
Convention of the National Federation of 
Business and Professional Women’s Clubs 
in Kansas City, when a series of radio 
programs she developed was awarded an 
honorable mention. The series of broad- 
casts was entitled “My Job and Yours,” 
and was presented by the National Business 
and Professional Women of Los Angeles 
over Station KFAC during the latter part 
of 1938 and the early part of 1939. Miss 
Banks was first chairman of the National 
Credit Women’s Comm. One of the 13 pro- 
grams discussed the place of credit women 
in business, as well as the work of the 
N.A.C.M. 


Seattle: 


Colored motion pictures of the New York 
World’s Fair and the Golden Gate Exposi- 
tion was presented at the September meet- 
ing of the local club by Frank Brownell, 
Jr., Vice Pres., Seattle First National Bank, 
and Ellen Sperry, Club Secretary. Report 
of the Grand Rapids Credit Congress was 
made by Club Pres., Jean Robertson and 
both A. S. Porter, Seattle A.C.M. President, 
and C. P. King, Seattle A.C.M. Secretary, 
were on the guest speaker list. 


Minneapolis: 


W. B. Thrush of The Dayton Co., dis- 
cussed collection letters and conducted a 
“Correspondence Clinic” at the October 
meeting of. the Minneapolis Wholesale 
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Credit Women’s Club. Plans for the 
group’s activities have been formulated for 
the year under the direction of Harriet B. 
O’Brien, Club President; Ethel Simpson, 
Vice Pres.; Vivian McBeath, Secy.; and 
Agnes Jackson, Treas. 


Chicago: 


A warning against inventory speculation 
was presented to the Credit Women’s Club 
at its Sept. dinner meeting by N.A.C.M. 
Exec. Mgr. Henry H. Heimann, when he 
discussed “War and Credit” here at the 
Merchants and Manufacturers Club. “Busi- 
ness men are increasingly aware of the 
fact that the earnings of a wartime 
period—high as they may be—do not com- 
pensate for the tremendous liabilities that 
war brings,” he pointed out. 


San Francisco: 


At the Oct. 11 meeting of the Credit 
Women’s Club a victory dinner celebrated 
the radio quiz contest victory by the fol- 
lowing members: Frances Corrigan, Alyce 
Breeding, Charlotte Madden, Helen Ferris 
and Ruth Babbitt. This broadcast was 
from a local radio station and the Club 
members comprising the winning team, re- 
ceived a gift of $30, which was donated 
to the Treasury. 


Cleveland: 


A round-table discussion on credits and 
collections featured the October meeting of 
the Credit Women’s Group held in the 
Orchid Room of Stouffer’s Restaurant. The 
basis for the discussion was a group of 
questions not covered at a previous Quiz 
Bee. 


Syracuse: 


The opening meeting of the Women’s 
Group was held on Sept. 26 at Cafe Gar- 
zone. Discussion centered around the Tri- 
State Conference held in Buffalo, Oct. 20-21, 
at which Kathleen O’Brien, Group Chair- 
man and two other club members were 
delegates. 


Philadelphia: 


The Oct. dinner meeting of the Philadel- 
phia Credit Women’s Club was held on 
Oct. 12 at Whitman’s with a discussion of 
plans and business matters featured. Com- 
mittee Chairmen for the current year are: 
Finance: Josephine M. Helmig; Member- 
ship: Mary M. Pearson; Attendance: 
Esther Charlton; Publicity: Rose Marie 
Kelley. Evelyn A. McLaughlin is Editor 
of “Credit Chatter,” the Club’s magazine. 


Binghamton: 


The Triple Cities Credit Women’s Club 
is offering a special course of 15 classes in 
“Practical and Applied Voice and Speech,” 
with Frank W. Thomas of N. Y. U. in 
charge. The course is designed to help 
safeguard the ‘good will of the employee’s 
firm in its public relations. 


ok 
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Outwitting Employee Frauds 


Requires Careful Office Controls 


By J. 8S. Siedman, C. P. A. of Siedman and 
Siedman, New York City 


a year are lost to business through 

employee frauds. ‘This, however, 

is only the amount that is ferreted 
out and made public. There is no tell- 
ing how much additional is lost either 
in undetected frauds or those that for 
one reason or another are hushed. 

That the record should contain fraud 
in such prolific measure is not the ex- 
citing feature. Fraud is merely another 
badge of human failing. The part 
about these frauds that does cause 
blush, at least to the cheek of an audi- 
tor, is that when the frauds do “pop”, 
it is found that so many of them had 
been started and blithely going on for 
long periods of time untouched either 
by the controls set up inside the busi- 
ness or by the pursuit of outside audi- 
tors. 

Even more damaging is the fact that 
frequently some of these frauds come 
to light not as a result of internal or 
external audits, but wholly through ac- 
cidental circumstances. Chance, rather 
than auditing, prevails. This is in no 
way a disparagement of auditing. 
Frauds prevented or detected by audit- 
ing no doubt by far preponderate over 
those that, for some time at least, elude 
auditors. However, the fact is that 
many frauds have defied the calendar, 
and when at last they came to grief, 
the apprehender was plain luck, not 
science. 

How come? 
it? 


A two hundred million dollars 
Mu 


And what to do about 


Who Is the Fraud-Doer 


A portrait of the average fraud-doer, 
what he does, and why he gets by for a 
while, may head us toward the answer 
to these poignant questions. We need 
not draw on the imagination for our 
portrait. Nor need we dabble in the 
academics of fraud to find out how 
the wool is pulled over auditing eyes. 
The hard knocks of actual experience 
can blaze the path, in the light of more 
than five hundred cases of employee 
frauds that were diagnosed by the 
writer, as part of a special study re- 
cently made in behalf of the New York 
State Society of Certified Public Ac- 


Countants, 


The fraud-doer is generally a man— 
though fraud is by no means exclu- 
sively a masculine machination—about 
thirty-six, married, has children, earns 
about $2,600 a year, owns a car, par- 
ticipates in social and community work, 


Courage, the tradition of fire-fight- 
ers, is also an important factor be- 
hind your insurance policies. In 
the great Chicago fire of ’71 and 
the Boston fire of 72, Fireman’s 
Fund early demonstrated its cour- 
age by paying all claims in full. 
In 1906 it survived the greatest in- 
surance test in history when it set- 
tled eleven million in claims in 
San Francisco. In all, over a quar- 
ter of a billion dollars have been 
paid to policyholders. Today, with 
assets of $41,000,000 and policy- 
holders’ surplus of $23,800,000, 
Fireman’s Fund heads a strong 
group of companies providing 
practically all forms of protection 
except life. 


Ask your Home-Town Agent. 
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and is of wholesome convivial habits. 
He has been in the company’s employ 
over five years and, ironically enough, 
has advanced to a position of trust by 
honest endeavor and commendable 
merit. ‘The defaulter lives anywhere 
and occupies any position, from watch- 
man to president. Perhaps it is not 
sheer coincidence that fraud and Freud 
should sound and be spelled so much 
alike. Sex and fraud have a funda- 
mental aspect in common—they are not 
hemmed in by geography. 

The “why” of fraud may best be left 
for the psychiatrist. The “how” is 
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right up our alley. Invariably the 
method selected for going wrong is of a 
character that sooner or later must 
“out”, if restitution is not made in the 
interim. ‘That is easy to understand. 
The average fraud-doer doesn’t intend 
permanently to default. His objective 
is merely to “borrow” money from his 
company, and to make good long before 
his manipulation can be detected. For 
the same reason, the fraud-doer will 
rarely get someone else “in” on the 
peculation, or rely on the collusion of a 
fellow employee. Not intending to 
steal, it is natural that he try to keep 
others from aiding or even knowing 
of his temporary financial aberrations. 


How Is Fraud Perpetrated? 


How does he go about it? Generally 
he grabs cash on its way into the 
company. That is to say, he tam- 
pers with money from customers, or he 
makes off with funds the anticipated 
receipt of which is not usually set up 
or controlled in the accounts, like recov- 
eries on bad debts, proceeds from sale 
of scrap, etc. 

It is not alone incoming funds that 
he covets. Lifting funds already in, 
comes within his ambit too. This 
he usually does through fake *disburse- 





ments. His chief hide-outs for faking 
are petty cash, padded bills and pay- 
rolls, and fictitious expenses. Only oc- 
casionally does he make off with mer- 
chandise. Except in the case of banks, 
stock brokerage concerns, and invest- 
ment houses, he even shys away from 
securities. 


Why Fraud Gets By 

What makes it possible for the 
fraud-doer to get by? In the last analy- 
sis, the answer boils down to auditing 
failure or man failure. It is heartening 
to find that none of the cases studied 
was of a type that only accident could 
have unearthed. There was no fool- 
proof or perfect scheme. The frauds 
were cloaked by situations that need 
not perforce have existed. 

Accounting technique for fraud pre- 
vention or detection pivots around in- 
ternal control and outside (independ- 
ent) audit. The cases show that, for 
the large part, it was internal control 
that took the count in its combat with 
fraud. Truth to tell, internal control 
was never in the ring. It was hope- 
lessly unfit or lackadaisical. Where, 
as in some of the cases, no fault could 
be found with the internal control sys- 
tem, there was a bogging down in the 
application of the system. An immov- 
able perfect system met an irresistible 
force of human frailty, and fraud was 
born or nurtured. In some cases the 
employee had been trained to connive 
or pilfer for his employer and ended up 
stealing from him—a natural sequence, 
and a background for which few tears 
need be shed. 

Independent audits must be mated 
with internal control to keep fraud at 
bay. But in many cases these Siamese 
twins were cleaved. There was no out- 
side audit at all, when the crudest sort 
of audit would have caught the culprit 
red-handed. However, even with an 
outside audit, fraud was permitted oc- 
casionally to thrive. In most instances 
the fraud-doer laughed up his sleeve be- 
cause the scope of the audit was too 
niggardly to catch him. Combine half- 
baked internal control with a highly 
limited outside audit, and fraud may 
run riot. 


Get By Auditors 


Unfortunately, inadequate audit 
scope alone is not an explanation for 
some of the cases. A few afforded the 
auditors all the rope needed and yet 
the fraud-doer didn’t hang. The audi- 
tor, human being that he is, slipped 


from grace. A momentary let-down of 
his guard, a lapse into perfunctory 
checking of detail instead of sustain- 
ment of imagination or mental agility, 
and the fraud-doer was one up on the 
whole pack. Auditors are not supposed 
to be bloodhounds, but they are ex- 
pected (at least by the English courts) 
to be sleek watchdogs. On the basis 
of stuff that has gotten by auditors in 
some cases, their canine affiliation seems 
to have gotten them very much in the 
doghouse. 

Enough about the fraud-doer and the 
crevices through which he creeps. It 
is time to consider the repair work. 
Let us review here just a few of the 
things that can be done in terms of 
the internal procedures of a business, 
so that fraud may get itself into a jam. 


Safeguarding the Cash 


Reference has been made to the fact 
that many frauds involve diverting cash 
at the gateway. Obviously, therefore, 
the first line of defense is to increase 
the guard at that strategic:point. A 
Maginot line can be implanted by hav- 
ing the person who opens the mail, or 
anyone else not connected with the 
bookkeeping department, list all checks 
contained in the mail. Few enter- 
prises, however, heed this clarion call 
to protection. 

Manipulation of the cash between 
banks or customers’ accounts can be 
stifled by checking and controlling du- 
plicate deposit slips before the deposit 
is sent to the banks. ‘The duplicate 
should show not only amounts, but also 
from where the money came. Many a 
“whopper” fraud of the past would 
never have gotten to first base if it had 
to face such a battery. Bank-stamped 
duplicates are almost meaningless. 
They don’t show the source of the 
money, and even the amounts are not 
under control because, in the larger 
cities at least, the bank tellers are so 
busy that they stamp the duplicates per- 
functorily. 


Petty Cash a Victim 


We said that petty cash is one of the 
softies. The death knell can be sounded 
on tinkering with amounts on petty 
cash slips if petty cash slips are required 
to be made in ink, and all figures 
spelled out. The stunt of cashing in on 
the same petty cash slip more than once 
would be nipped in the bud if the slips 
were cancelled by someone other than 
the person handling the petty cash. 

Padded payrolls would; go the way 
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of all flesh if the duties of making up 
the payroll and paying off the men were 
divorced, and the men were required 
to sign for the amount they received. — 

Tampering with checks in payment 
of bills can be squelched by having the 
checks mailed to the creditors directly 
from the office of the signing individ- 
ual, without going back to the book- 
keeping or purchasing departments. 

Securities, we said, are not actively 
in the industrial fraud limelight. But 
even the little that does arise can prob- 
ably be headed for the discard if securi- 
ties were put in registered form wher- 
ever possible, if tabs were kept on se- 
curity numbers, and if access to the 
vault required the presence of at least 
two people. 

In the case of merchandise, consid- 
erable barrier will be placed on ran- 
sacking, if inventory i¢ physically taken 
by employees other than the regular 
custodians of the merchandise. 


O. K.’s of Executives 


Thus far, features of internal control 
have been considered for particular op- 
erations. Common to all aspects of in- 
ternal control is the o.k. of the review- 
ing executives on bills, payrolls, vouch- 
ers, special entries, etc. If the reviews 
are made inattentively and the o.k.’s 
are affixed in robot fashion, all pretense 
of internal control should be swept 
aside. It would be more realistic to 
hand to an employee bent on fraud, a 
key to the treasury and let it go at that. 
It is sheer nonsense to require two sig- 
natures on a check, if either one is 
placed there in advance or blindly fol- 
lows as a result of the other. It is a 
perversion of fiduciary relationship to 
one’s company if o.k.’s are looked upon 
as red tape and a nuisance, or if they 
are disposed of in a listless, routine 
manner. Once an employee senses that 
anything goes, the jig is up. On the 
other hand, employee frauds will go 
hungry as soon as a required o.k. by an 
executive is withheld until the execu- 
tive is satisfied that the item really is 
o.k. 

But when all is said and done, since 
fraud is primarily a matter of human 
weakness, the best insurance against it 
is the proper selection and training of 
the personnel. An ounce of care in 
this respect is worth a ton of ritualistic 
internal control. The outside activities 
of an applicant or employee, the mode 
of living, financial stresses and strains, 
etc., all require careful and continuous 
check-up. 


Customer Reaction to Collections 


By J. D. Ford, Assistant Manager, Credits and Collections, 
Wheeling Steel Corporation, Wheeling, W. Va. 


In discussing this subject I would 
first like to say that it is impossible 

\y for me or any human being to ad- 
vise another person or company 
how to collect past due accounts be- 
cause successful collections are based 
on proper analysis of a customer in 
order to obtain the best reaction. This 
of course being basically psychological 


Proper Equipment 


analysis, it is necessary to either know 
the customer or adjust your remarks 
to the customer’s reaction to your ap- 
proach. 

Collection efforts should be modern- 
ized as the order passes over the Credit 


Manager’s desk. This method has 


more to do with prompt collections 
than any other one thing that you can 





Just as the modern football player is equipped with safeguards against 
injury on the playing field, so can you — as a modern credit executive 
—secure for your business, and for those firms to whom you pass 
credit, proper protection against financial injury due to embezzle- 
ment, forgery, robbery, and similar hazards. 


A Standard Agent will gladly survey your hazards and outline a 
program of thorough coverage. Standard of Detroit has 55 years 
of experience — a record of prompt, equitable settlements. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies ... Since 1884 
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Members 
will find 


FCIB 


Services 
Indispensable 


Now 


When trade prospects between 
Latin America and the United 
States have improved so greatly, 
and when war conditions have 
brought about so many changes 
and complications in foreign 
trade. 


BUREAU SERVICES 


FOREIGN CREDIT INTER- 
CHANGE REPORTS 
Invaluable in credit analysis. 
Special Supplementary Reports 

available when required. 
WEEKLY CONFIDENTIAL 
BULLETINS 


A “Readers Digest’’ for mem- 
bers on important changes in 
world-wide credit and finance. 


MONTHLY ROUND TABLE 


CONFERENCES 


On foreign credit, collection and 
exchange problems. Minutes 
of these conferences available. 


INDUSTRY GROUP MEET- 
INGS 


For the exchange of intimate 
information between industry 
associates. 


Members in foreign trade are 
invited to submit questions or 
problems to the Bureau. Sample 
foreign credit interchange re- 
ports and descriptive literature 
will be sent upon request. 


FOREIGN CREDIT 
INTERCHANGE 
BUREAU 
NATIONAL ASSOCIATION 
OF CREDIT MEN 


One Park Avenue 
NEW YORK, N. Y. 


do after the invoices fall due. 

There has, for sometime past, been 
a tendency toward the pyramiding of 
accounts receivable. ‘There are, no 
doubt, several factors that enter into 
this condition, for instance, sales 
policy or a tendency to give longer 
terms and extended credit to accounts 
that are known to be slow but felt to 
be ultimately safe. 


Industry in Banking Business 


Our banking situation has certainly 
had an effect. Due to legislation or 
fear, banks have gradually forced in- 
dustry to replace them in the financing 
of the smaller manufacturer. I will 
not go further into the bank question 
other than to remind you that the 
pyramiding of commercial accounts 
can react against our manufacturing 
system the same as the pyramiding of 
bank credit reacted against our bank- 
ing system in 1932. Our tax situation 
has undoubtedly affected collections. I 
was recently made acquainted with an 
adjustment department case where the 
trustee was required to prepare and file 
nine different tax returns and where 
50% of the assets were required to pay 
the tax claim. In addition to this 
being a collection problem I may also 
say that it is a credit problem as well. 

Let us turn back for a moment and 
see what we mean by modernizing col- 
lections in passing orders. The first 
requisite, I believe, is a full knowledge 
of the account. I feel that any Credit 
Manager should refuse to be rushed into 
any decision. Through the avenues of 
information open to everyone he should 
first establish the account either as a 
prompt or slow pay account; assuming, 
for the sake of our subject, that they 
are established as a slow pay account, 
then I believe it is up to the Credit 
Manager to convert his customers to 
the right way of thinking. For ex- 
ample, I recently called on a customer 
who was requesting 120 day terms. 
When the customer presented his 
financial statement, at my request, an 
analysis showed that his company had 
a 26 day turnover of their accounts 
receivable. Through general discus- 
sion the customer was shown that his 
request was unreasonable and unneces- 
sary and the terms were naturally de- 
clined. As to customer’s reaction, may 
I state that we are continuing to sell 
the account and receiving our money 
promptly. 

The customer, I believe, should be 
maneuvered into leading the conver- 


sation in order that the Credit Man- 
ager’s mind may be free to offset un- 
favorable arguments with logic. Here 
again your psychological analysis of the 
customer is very necessary in such an 
interview. 


A Job for the Banks 

The banks should, where possible, be 
brought back into the picture of financ- 
ing the customer, in lieu of the manu- 
facturer granting extended terms. In 
the case of extended terms, meaning 
120 or 150 days, the customer loses 
the advantage of discount for antici- 
pated payment. It is possible, where 
the credit of the buyer is sound, to 
offer the bank the discount for antici- 
pated payment as an offset against in- 
terest which the customer would be re- 
quired to pay thegbank for a short term 
loan. In the case of 2% discount the 
bank could of course authorize a loan 
on a 120 day base and still realize 6% 
on their financing. 

Knowing your own intelligence, I 
do not expect you to believe that all 
credit problems are easily solved or is 
it easy to retain customer’s good will 
but I do maintain that in a majority 
of cases it is the sellers fault rather 
than the buyers that we, as companies, 
are menaced with slow pay accounts 
and I further maintain that collection 
problems can be solved in a more equi- 
table manner after a careful analysis is 
made of the subject. 

We have all seen hundreds of cases 
where good, honest, and capable indi- 
viduals are unable to pay for raw ma- 
terials until they have fabricated their 
products and received payment for their 
merchandise or collected their accounts 
receivable but to me these are the cases 
that possess only two of the often dis- 
cussed “C’s”, namely character and 
capacity and in such cases the third 
“C” or capital should be obtained from 
sources other than the supplier of raw 
material in the way of extended terms. 
I would not infer that I believe in a 
cold inflexible credit and collection 
policy as it is too often the case that 
our best and most loyal accounts are 
built up from some of these small 
honest concerns through the aid of their 
suppliers but don’t overlook this one 
thing; almost without exception this 
type of account is always proud to pay 
their bills when they do get on their 
feet, therefore, are not the accounts 
with which we are concerned. 
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s Analysis of figures by Marketing Research Division, U. $. Dept. of Commerce 
Wholesale trade up billion ond quarter and $200,000,000 during up almost 24 per cent. Closely fol- 
. . the first. lowing were optical goods and jewelry 
ollars in the fir : : Aes 
Ye dollars first nine months The important factor in the third wholesalers, with gains of 23 and 22 
° Total dollar volume of wholesale quarter gain was a much greater than _ per cent respectively. 
1 trade in the United States during seasonal sales increase in September P 
a lu the first nine months of this year when wholesale business was more than Mfrs.’ sales up 12% 
g totaled approximately $15,000,- 16 per cent above the September, 1938, Manufacturers’ sales during the 
2s 000,000, according to estimates by the volume. Although wholesale trade had first three quarters of 1939 were 
. Marketing Research Division of the been showing distinct improvement over lu 12 per cent above the same period 
“ Bureau of Foreign and Vomestic Com- 1938 during previous months of this of last year. This is approximately 
a merce. This was an increase of $1,- year, a part of the September spurt is the same gain as was shown at the end 
Z. 000,000,000 over the corresponding undoubtedly attributable to the out- of six months, despite a sharp rise of 
i period of 1938. break of the European war at the be- almost 22 per cent in September vol- 
. The accelerated rate of improvement ginning of the month. ume as compared with the previous 
- of wholesale business is attested by the Outstanding gains were recorded for year. As in the case of wholesale trade, 
be fact that of the gain at the three- the nine months’ period by consumers’ a considerable part of the September 
- quarter point, $500,000,000 was ac- durable goods trades, paced by distrib- rise is attributable to conditions arising 
%y counted for during the third quarter as utors of furniture and house furnish- from the outbreak of the European 
compared with $300,000,000 in the sec- ings, whose sales for the period were war. 
I 
s 
ll All survey figures collected and compiled by U. S. Bureau of Census 
is ° * * 
i MANUFACTURERS’ sales and collections on accounts receivable, September 1939 
ty Dollar Sales Sales For 9 Mos. 1939 Collection Percentages* | Total Accounts Receivable 
or 
Percent change Percent change 
S Industry umber| Sept. 1939 from] Sept. umber Sept. 1,1939from| As of 
, f 1939 f Sept.|Sept./A ug. Sept. 1, 
ts : cms | 1939} 1938] 1939 1939 
firms | Sept. | Aug. (000’s) firms Sept. 1,JAug. 1, (000’s) 
si 1938 } 1939 1938 || 1939 
I- Food and kindred products, total............... 7 . + 5.9 +9.9]+3.9] $56,507 
is co oe ac alesanwiwenco oa 3 : + 2.9 + 3.2 | +29.3 7,335 
Flour, cereals, and other grain mill products 4 ; —11.1 — 2.9 | +11.8 3,854 
Meat np Mu tELG a dwae'gx haa ame ave canon Ys , + 0.1 + 3.5 |] — 2.0 5,889 
Distilled liquors. ............-..s..s.c0sees. 5 +13.8 428.5] +13:3] 4.519 
es isin viveaumiakccnnsnevond ‘8 + 7.9 +10.8] 0.0] 5.243 
. ok ccnautinnine cervosses ‘9 ' + 0.5 —0.6}+1.3] 2,158 
i- Other food products................sseeeees 9 +12.3 +13.6]— 1.4] 27,509 
Textiles and their products, total............... +20.5 3.1 +13.3 + 6.6 | +18.6 41,035 
a- Clothing, men’s, except hats................ + 7.2] + 2.1 +13.7 +16.9 | +22.5 8,728 
: Clothing, women’s, except millinery........ + 5.8] + 5.9 + 2.4 + 6.4 | +68.5 2,376 
ir es leap bcavseens's,as'e +19.7 | +15.7 +15.9 + 4.5] +229] 3,129 
; Other textile products. ...................... +25.7 | +16.5 +13.8 + 3.8] +140] 26,302 
ir Forest products, total................s....cc.e.. +16.2 | — 0.2 +14.4 +14.7] 411.0] — 7,229 
ee nln concerns. +12.3 | + 2.3 +18.0 414.8] 414.0] 4/331 
ts Lumber, timber, and other miscellaneous 
crn ns nas neeuvaasaxs 421.2 | — 3.0 + 9.6 +14.5]+4+ 6.7] 2,898 
eS Paper and allied products, total................. +20.5 | + 8.5 +10.2 + 6.7] + 7.2 19,230 
Paper, writing, books, etc.................... +26.3|+ 6.4 +122 410.7] +13:8] 2762 
S- aper, boxes and other paper products. ..... +22.0 | +10.4 +10.0 +11.4 | +10.5 10,186 
a a RE naa +19.2 | +11.3 + 9.8 —7.5]—0.5]| 3,153 
id TI Peace tio c aa weed es éxads +13.8 | + 4.0 + 9.7 +5.6}+0.1 3,129 
Printing, publishing and allied industries....... + 0.9] + 0.7 + 4.2 + 4.0] + 4.6 3,818 
d Chemicals and allied products, total............ +23.9 | +17.3 + 9.8 +11.7| + 2.4] . 23,780 
Paints and varnishes........................ +23.6 | + 6.0 +16.7 +68}/—1.8] 7,812 
m Pharmaceuticals and proprietary medicines. + 7.5 | +26.1 +10.7 +16.9 | + 8.7 2,662 
Other chemical products......... Se aia ecole +26.8 | +20.2 + 7.3 +13.7 | + 3.8 13,306 
Ww sarge wa cnicprievctundcuavoneeesa + 2.3 0.0 — 5.1 + 1.1] + 2.8 30,238 
i es awa. +32.5 | +14.1 +22.8 +13.8 | + 4.5 5,724 
s. Leather and its products, total. .. +22.6 | + 1.7 +13.5 +10.1] +16.0] 32,593 
Boots and shoes....................0s.ssc ee, + 0.9 | —12.0 + 9.2 +14.4] 417.6] 24/315 
a Leather: tanned, curried, and finished. ..... +68.0 | +23.2 +19.3 — 4.3 | +11.2 7,053 
Other leather products. ..................... +24.6 | +22.4 +27.7 +23.5 | +12.9 1,225 
n Stone, clay, and glass products, total............ +20.1 | + 2.9 +16.3 +15.6 | + 9.6 13,700 
Illuminating glassware#..................... + 8.1 — +44.9 | + 8.7 413 
at Iron and steel and their products, total......... +15.2 +36.7 +30.4] + 8.1 64,449 
irs 6656005600462 500 eas ¥o00060<nee +25.7 ; +11.1 ] + 5.3 3,509 
re Stoves, ranges, steam heating apparatus. ... +18.9 +18.7 | +17.9 6,138 
Other iron and steel products............... +14.2 +33.4 | + 7.3 54,802 
ll Non-ferrous metals and their products, total. ... +24.9 +21.5 | +17.3 15,465 
Jewelry and jewelers’ supplies.............. +26.8 +21.8 | +18.0 6,740 
ir Other non-ferrous metals................... +23.6 +21.2 | +16.8 8,725 
Machinery, not including transportation 
1. equipment, total..................000000.. + 7.5 451,575 +6.3] 57,369 
Electrical machinery, apparatus and supplies + 7.3 323,928 + 8.6 37,165 
is Other machinery, apparatus and supplies. . . + 8.0 127,647 + 2.2 20,204 
MORE IIE os o5.0s an'vincsnsexs sancccceeesc +15.8 54,159 + 6.1 6,554 
Vv Miscellaneous industries... .............s0eeeee: + 5.3 81,497 + 4.4 11,884 
r iti ona 3.4 +11.9 | $2,961,938 + 8.2] $389,575 
ts 


* Collection percentages are obtained by dividing collections by accounts receivable for an identical group of firms. 
# Includes Shades, Globes, Reflectors, etc. 
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WHOLESALERS’ sales and inventories, September 1939 










Stock-Sales 


Sales For 9 Mos. 1939 End of Month Inventories (Cost) Ratios# 







Percent c 


Kind of Business Sept. 1939 from 


Sept. 
30, 1939 |Sept.|Sept.JA ug. 
(000's) | 1939} 1938 | 1939 








































Automotive supplies. ...............0.sesee0e 206 + 3.1] + 7.7 + 6.8 — 1.9] + 2.5 
Chemicals (industrial)..................00005 13 +33.4 | +20.6 +14.8 + 5.2] + 2.6 
Paints and varnishes. ................ss0e000: 34 +13.3 | + 7.9 — 0.6 —3.8}+ 1.3 
Clothing and furnishings, except shoes....... 45 —3.6}—9.1 +12.1 + 7.4] — 7.3 
Shoes and other footwear. ................00- 42 +4.1]—1.5 + 1.9 —4.7}— 9.8 
cast nieektseecue Senin ob os eeseveenserves 13 +24.4 | +19.8 + 8.6 — 1.6] + 3.9 
Drugs and drug sundries##................... 133 + 5.5 | +13.5 + 2.7 + 0.1] + 3.4 
Without liquor department.............. 92 + 3.7 | +10.4 + 4.7 + 0.8 | + 4.2 
With liquor department.................. 41 + 7.5 | +17.2 + 0.3 — 0.4] + 2.7 
Dry Goods AcE bEbS obNSNEOA NSS ooReesssbs ken 120 +14.4 | +12.7 +10.7 + 2.0] — 4.5 
OUI vn 5555550540 0n. . sence ves sees 349 +30.1 |] + 6.6 +20.2 +10.1 | — 3.3 
Dairy and poultry products.................. 19 + 5.4]+ 8.0 — 3.9 +1.2]—5.8 
Fresh fruits and vegetables.................. 80 + 0.1 | — 3.5 + 2.7 +11.5 | +11.3 
Farm supplies........... Sectaaak ashe iniskee g +26.4 | +18.5 + 5.7 +25.5 | + 8.3 
Furniture and house furnishings............. 56 +30.3 | +25.1 +23.6 +19.3 | + 6.1 
Groceries and foods, except farm products. ... 725 +22.8 | +23.6 + 1.7 + 7.7 | +10.3 
Full-line Wholesalers!.................... 349 +23.5 | +25.7 + 3.6 + 8.8 | +12.4 
Voluntary-group wholesalers............. 191 +23.5 | +23.0 + 1.6 + 6.6] + 9.8 
Retailer-cooperative warehouses. ......... 24 +20.1 | +25.2 + 1.6 + 8.9 | +10.8 
PEED, icin. dchotsadescessonstece 161 +20.8 | +19.4 — 2.3 + 7.2]+ 5.1 
Meats and meat products..................%- 70 +18.4 | +13.6 +12.5 + 8.71+ 4.8 
Beer......... oer Takacs ena 31 | +13.6 | — 5.6 + 2.4 + 3.3 | —12.0 
Wines and spirituous liquors................. 22 + 5.8 | +29.6 —15.1 — 6.2]—1.4 
Total hardware group.................eseeees 423 +19.9 | +17.1 +10.6 +1.0]—1.7 
SPE UE, ..<ccrccvccsnscesoseces - 154 +16.8 | +20.2 + 7.1 + 1.4] — 2.2 
ee ee 19 +28.3 | +15.1 +12.6 0.0] + 1.4 
ee el gn a 124 +30.3 | +11.3 +21.1 + 0.5 0.0 
Plumbing and heating supplies.......... 126 +20.9 | +11.9 +14.7 — 1.5] — 0.6 
EEA IS 47 +29.5 | +84.7 +21.9 —6.3]+ 1.1 
RMN swe cassie occnna snes ssteeees 10 +22.5 | + 5.3 +22.6 +22.2 | +11.6 
Lumber and building materials dealers....... 43 +17.1 | — 5.3 +17.7 + 2.6]+ 0.4 
Machinery, eqpt. & ape except electrical 54 +18.2 | + 3.1 + 3.8 —11.4}] + 0.2 
Surgical equipment and supplies............. 33 +10.5 | — 4.8 +12.0 + 7.1] + 1.3 
Metals..... cate Sanh bhsednheibbss bbae ees tnks 20 +40.3 | +18.6 +19.9 + 0.5 0.0 
Paper and its products..............ss.eseee- 92 +20.3 | +15.9 + 8.5 + 0.5 | + 2.2 
Petroleum. ch eesEARSObbsbseSiuseexeeese snes 10 +11.8 | + 4.3 + 1.2 — 3.4] — 2.5 
Tobacco and its products..................+- 176 + 5.4] — 4.8 + 2.9 —7.2}]—1.6 
Leather and shoe findings.................... 11 +32.0 | +43.2 + 1.6 i" 
RE TE, CO ee 36 + 2.7] + 7.2 + 3.9 
Total 





+o 
° 
00 


*This heading also includes distributors of mill, mine and steam supplies. 
**Insufficient data to show separately. 


#These Stock-Sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. 
##Total Sales, including liquors, wines, etc. 


1Not affiliated with voluntary or cooperative groups. 


WHOLESALERS’ accounts receivable and collections, September 1939 











Collection Percentages* Total Accounts Receivable 
Kind of Busi — Se i 1939 As ofa 
mber rom c 
ind of Busines mais September September August —- - ” 
1939 1938 1939 (000’s) 
September August 
1938 1939 
ne soos ca sdennbpusukebabinspaancees 161 — 3.1 + 4.9 $3,561 
Chemicals (industrial) 13 +10.9 + 3.8 1,078 
a ch opeumesneke 31 + 3.6 + 1.9 1,226 
Clothing and furnishings, except shoes...............sseeeeeeeees 42 + 6.2 +33.4 5,757 
IE EE EIS OE: 39 + 5.6 +33.2 13,965 
LE SE EEOS CRETE ee dncch ich ccacihebnhssestdackyhyiboast 13 — 3.2 + 8.6 3,643 
EES SRE LEER 120 + 2.2 + 3.3 23,805 
WeReOns ERNE GODREOTRORE. . ...........ccccccnccccevcccccsecs 81 + 3.7 + 4.3 11,715 
oe a ac da pebeebet 39 + 1.7 + 2.3 12,090 
ee TeG SCOR ce EEL acdechssuestsehuubisneusededbavneet 110 + 9.8 +23.1 24,430 
ees cus punch guek'nhoennsécansuecweseeed 313 +19.8 — 0.6 26,029 
ns sn cs cu athies neeboaswaccbawe 18 + 6.6 + 7.3 1,123 
Fresh fruits and vegetables... ...............ccccccccccccccccccces 61 + 2.4 — 0.5 1,161 
en ce ihc os dckpnb in wabbhicessasekeeekboeennt 8 +13.0 —1.4 356 
Furniture and house furnishings....................000eceeeeeess 49 +25.9 +13.4 8,443 
Groceries and foods, except farm products.................sse0005 574 + 4.9 + 8.5 41,823 
ae i as a cesnwbabebbenneed 269 + 5.9 + 8.8 15,862 
Voluntary-group wholesalers... ...........ccccccscccesccccecs 159 + 3.6 + 8.5 17,260 
Retailer-cooperative warehouses. ..............cceeeeeseeeees 19 +13.8 +10.8 1,809 
I Se che cSt cca hoauwadsncokdscssbbibenesed 127 + 4.0 + 7.5 6,892 
ES SEE LEO 60 + 3.8 + 0.4 6,875 
eT REGEL CEE CEUSERCb548 6k665 sab 05 b654seknbd00a 0sbinesssonent 14 + 9.2 — 5.0 95 
Nk. Jas oaxccsbenspesetvcapeeennest 18 + 0.6 +21.4 2,873 
Ee ok ccembantahedencatuneneds 392 + 8.7 + 6.6 47,283 
NSS as. iis ck arentoanhseoeeRseieneeeewe 141 + 5.1 + 6.3 31,999 
Nee ee i os ieee et ceuetwel 19 + 5.5 + 4.0 1,567 
ec es soak bewenat 111 +19.2 + 5.6 6,338 
Plumbing and heating supplies....................seeeeeee0 121 +18.4 + 9.4 7,379 
TCE oe incu nn ntxhabncetansskhuksensrebobsnknewe'eh 39 + 7.8 +11.1 3,995 
Nr a a i oc eee hoe hie wisl 8 + 9.6 + 3.6 114 
Lumber and building materials dealers......................++5- 40 +15.4 + 4.2 4,370 
Machinery, equipment and supplies, except electrical............ 46 +11.2 + 3.2 2,733 
Surgical equipment and supplies... ................0ceeeeeeeeeee 32 + 4.0 + 3.9 1,038 
TCI ce elke. Sed wh i gabsdeneavn sae tanesstmcsensanwest 20 + 5.3 + 4.5 2,845 
I ee ll 76 + 8.3 +12.3 5,256 
st cic C cdo scan bias amockeeescckabbie boost 8 — 2.4 + 5.5 2,112 
es cadena awcuventcuensbass sat 113 + 3.7 — 0.3 8,707 
ee CL. . ceeeneabababeekeeue 10 — 2.8 + 3.8 493 
Ne eee IE i ee on. eaten ci smsks Gh bnbbaneb aa 32 — 2.6 +14.9 4,432 
PLRUcc dcdcdiewbhassescanbateeuleb cnakokbounl 2,460 + 7.7 + 8.9 $249,621 





*Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms. 
*T his heading also includes distributors of mill, mine and steam supplies. 
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WHOLESALERS’ sales and inventories, by geographic divisions, September, 1939 







Sales For 9 Mos. 1939 
Geographic Division 






Percent change 


Kind of Business Sept. 1939 from 






















































































































NO so 5scsckiecccewne legate ces salen . 4 + 8.0 —1.9}—1.9 
OIE DOE oo oc is cccicccccoccscescess y : +17.9 +7.0)—5.1 
Groceries and foods, except farm products E ; + 6.5 — 0.4 | +11.9 
DIN CIEE oo oo cic cccccsccccccese : 5 +24.4 — 6.3 | — 1.0 

lumbing and heating supplies.......... ; : +11.9 +1.9}+1.9 
‘obacco and its products..............+- 13 — 3.0 ‘ + 1.2 — — 

I onan cake nko edaccsecesccssces 650 +15.8 . + 5.5 +1.2]—0.4 
Automotive supplies. ...............000+ 30 + 2.4 ; + 2.4 —3.2}+ 4.1 
Clothing and furnishings, except shoes. . . 19 — 5.2 i +12. — 1.1] —10.5 
Shoes and other footwear................ 11 + 6.0 Y + 7. —11.7 | —14.0 
Drugs (without liquor department)...... 15 + 7.7 Kg + 4. + 4.1] + 6.5 
RE er ace cost wp cnecheeecoeeeced 46 +22.3 \ +19. + 5.8] —1.5 
PN 0 ov caves vcnbacccusseses 71 +26.3 i +15. +16.4 | — 2.1 
Fresh fruits and vegetables.............. 13 + 6.0 is +10. —27.4 | +15.4 
Furniture and house furnishings......... 14 +48.2 ; +21. +26.7 | + 7.9 
Groceries and foods, except farm products} 118 +24.6 ; +1. +15.3 | + 5.8 
Meats and meat products................ 18 +10.8 E +12. +19.8 | +14.1 
SENG ei ckNis se akbss bos CkOK ees rercdeorsss 9 +11.8 i + 0. —20.0 | —40.0 
SEE IOI. «sa cacecspeccccenecees 31 +14.3 L + 6. + 2.6 .8 
ERAETINE GUDDTIEB a5. cin es cescccecess 35 +36.9 y +17. + 6.2 3 
Plumbing and heating supplies.......... 49 +21.6 , +12. — 4.4 .0 
EG AGas usher kes sudebrendceneeeveseys : 5 +24. —26.4 4 
IN ois ona 0cedeccecesccss . ; +17. — 4.2 - 
Machinery, eqpt. & supplies, except elec. ; ; + 3. +16.7 eo 
Paper and its products..................- 29 +24.4 ; + 9. + 0.6 9 
To and its products................ 53 + 5.9 4 — 0. —14.7 k 

NE I I ooo vn cocccsctccccccccves 560 +20.1 , + 9. + 3.6 
Automotive supplies. ................+..- 48 + 5.0 | +12.0 +15. + 0.7 
Paints and varnishes...................+- 12 + 5.8] — 6.9 +1. — 9.3 
Clothing and nee, except slioes... 10 + 4.1] — 7.9 +15. +25.7 
Drugs (without liquor department)...... 17 + 3.0] + 7.3 + 5. — 1.8 
arn ore ein ehiecpneseseseesens 9 +19.7 | +41.4 + 8. — 1.8 
rr 63 +33.9 | + 4.5 +25. +16.2 
Fresh fruits and vegetables.............. 17 —1.4}]—6.8 +1. + 6.5 
Groceries and foods, except farm products] 116 +23.5 | +27.1 + 3. — 0.7 
Meats and meat products................ 18 +15.2 | + 9.2 + 8. +19.8 
eras Pen athatietonaneeweene 12 +27.7 | — 4.3 +13. +10.8 
CRIINE DIIIIIE 6 voc. ccecsccccctccccees 24 +16.3 | +24.3 + 5. + 4.9 
JIN so 0 soins cs vewsedseees 24 +39.0 | + 8.4 +31. — 3.9 
Plumbing and heating supplies.......... 20 +27.6 | + 5.4 +16. + 1.1 
Cech een oa tiew sp basene 17 +23.6 | +56.7 +21. +18.2 
Lumber and building materials.......... 8 +26.9 | — 8.5 +29. —12.7 . 
Machinery, eqpt. & supplies, except elec. 9 +19.8 | —15.2 +30. — — 
Surgical equipment and supplies......... 10 +12.5 | — 6.0 +15. +10.9 | + 1. 
i ot Aires Sei weanaencedeseietoh 10 +26.6 | +22.2 + 7. —1.2},—1. 
a I og, nd ac caccades 23 +21.7 | + 9.3 +10. +11.3 | + 7. 
To MINE TOD ODED. «6 occ cccccvecccs 48 +10.0 | + 0.9 + 7. “+ 0.9 1+ 0. 

a ono occ cet Sdcecwecceccsce 314 +17.7 | +15.1 + 4. + 4.7}+ 0. 
Automotive supplies. .................+6+ 17 +6.3}+ 9.1 + 8. + 9.0 | +15. 
Drugs (without liquor department)...... 12 + 5.8 | +11.8 + 3. +4.7141. 
Drugs (with liquor department)......... 7 + 3.1 | +13.6 — 2. +1.2}4+1. 
ERS ovr cnctads een an sede cebsaveed il +12.1 | + 4.9 + 8. + 5.5] — 3. 
NS ae 35 +33.7 | +11.4 +13. + 4.6] — 6. 
Fresh fruits and vegetables.............. 12 + 0.5] + 6.7 + 0. + 1.4] +415. 
Furniture and house furnishings......... 11 +42.1 | +30.1 +30. +22.2 | + 6. 
Groceries and foods, except farm products 91 +21.1 | +22.4 + 1. + 7.0] +11. 
General hardware. .........cccccccccccess 12 +15.0 | +22.7 —1. — 2.1] — 6. 
Industrial supplies®..........scccsccsecees 9 +13.9 | + 2.9 +14. 5 + 4.6]— 6. 
Plumbing and heating supplies.......... 10 +25.7 1 + 5.4 +17. 4 —18.2 | — 8. 
SETS nk banat erssckybasnacesesecbess 7 + 6.1 | +65.8 + 7. _ — 
in weep NN. os dca raveccaces 7 +21.1] + 8.3 +1. — ~ 
Tobacco and its products................ 15 + 0.7] + 0.4 + 3. 10 + 6.4 8 

I ogo csc ccasiesskeccens 339 +16.9 | +12.1 +10. 190 + 7.1 9 
Automotive supplies. .................... 13 +15.0 | +27.4 +20. — _ _ 
Drugs (without liquor department). ..... 15 + 6.4]+ 9.0 + 8. 7 + 2.8] + 3.8 
NE, och dagen dutuwacceteasins exes 14 +16.2 | +35.0 + 7. 8 — 4.5] — 5.6 
PI no 5. 5 <ncsnnces ceseccceees 54 +46.1 |] + 9.8 +35. 47 +26.1 | — 2.7 
Fresh fruits and vegetables.............. ll — 1.1} +13.2 + 7. 4 + 5.0 | +23.5 
Groceries and foods, except farm products} 106 +16.6 | +16.0 + 2. 46 +9.71+ 8.3 
Gen a liek ckwestes snieek Xe 25 +22.4 | +22.3 +13. 14 + 1.8] —1.7 
Industrial supplies*®.. .....2..cccccccceces 14 +27.7 | +18.9 +17. 10 + 4.6] + 3.1 
Plumbing and heating supplies.......... 20 4§+3.9}+4+ 5.1 +13. 18 + 5.6] —1.8 
ape on IRS onc c¥éccccsccskar 10 =| +12.1 | +19.5 + 5. 5 —10.5 | — 4.1 
Tobacco and its products................ 12 +9.1]—0.9 + 8. — ~ 

ME TE IIE, 5 vnc cncssncadcscsenccseen 159 +13.2 | +18.2 + 7. + 3.6] + 2.0 
Drugs (without liquor department). ..... il — 2.6] + 4.3 + 5. —0.9])+ 4.4 
ates didokenaucantin 12 | +11.3 | +27.3 + 8. +2.8]—6.4 
NS Ere 13 +26.3 | +14.6 +32. + 3.0] — 3.4 
Groceries and foods, except farm products 49 +22.6 | +21.1 + 3. +14.1 | +15.4 
General hardware. ..........ccccccccccees 20 +15.2 | +17.8 +10. —1.5}]—1.5 
Industrial supplies*.................000+: 8 +23.7 | +12.1 +21. — 0.8 0.0 
West South Central....... 258 +17.0 | +16.9 + 5. + 2.1] + 4.0 
Automotive supplies. ... 8 0.0 | — 6.1 — 8.4)+ 2.5 
Drugs (with liquor department). 5 11 — 1.3 | +20.7 _ —1.3]+4+ 3.1 
EE eiakint ghsnuh ¥usacexas d 10 + 9.6] — 2.2 + — 2.7] —9.7 
NS ER OR ae 33 +31.8 | — 0.1 +1 +4.2]—0.7 
Groceries and foods, except farm products} 128 +24.5 | +28.8 +r + 9.7 | +13.3 
General hardware. .................ee+005 14 +19.4 | +19.2 +16. + 4.0] — 2.3 
Machinery, eqpt. & supplies 7 —1.0}] + 5.3 — 7. _ _ 
Tobacco and its products. 10 —4.0}—1.4 + 0. — =~ 
MOI ccc aacsices se 112 +14.2 | + 6.9 + 6. +4.6]+ 6.1 
Automotive supplies 12 + 8.8] + 7.7 + 2. — 6.2] — 4.8 
SESS 15 +15.8 | — 7.8 +32. — 0.3 | — 4.5 
Groceries and foods, except farm products! 32 +18.6 | +19.9 + 0. +10.1 | +14.9 
PRRs icecnoxceninese. .-| 356 +14.2 | + 8.0 + ~- 61+ 0.6 
Automotive supplies 72 —1.7}]—1.1 + 2. —3.314+ 1.3 
Shoes and other footwear. 7 +11.0 | — 8.6 +15. — 6.5] — 4.6 
PMI Vea ceiucsisaseca teases vcsaes 13 + 3.9] — 8.7 + —13.6 | — 4.8 
EES SEO eee 31 +20.4 | + 6.1 +11. —3.6})—1.4 
Dairy and poultry products.............. 9 +1.5]/+1.5 - + 7.2] — 1.3 
Fresh fruits and vegetables.............. 10 —6.2}—4.1 - +41.0 | + 6.2 
Furniture and house furnishings......... 11 +13.9 | +10.6 +18. — — 
Groceries and foods, except farm products 52 +22.3 | +19.8 — +9.2)+ 5.4 
Meats and meat products................ ll + 1.9 | —16.4 +15. +18.8 | + 1.2 
COUN III ooo. cc cccdecs conc ceess 18 +21.2 | + 8.4 + 7. — 0.6 | — 3.0 
SIGNED Sg 0.6 56 5.05 55000000008 13 +17.4 | + 0.7 + 4. — 6.4]+ 0.9 
Plumbing and heating supplies.......... 11 +25.4 | +15.6 +16. + 6.1 0.0 
Lumber and building materials.......... 14 + 1.9 | —11.8 +10. 0.0} + 2.1 
cape end ee ee 8 + 5.2 | +19.0 + 8. —0.2},+1.8 
To o and its products................ 17 +4.9]—3.8 + — _ 






*This heading also includes distributors of mill, mine and steam supplies. 
—Insufficient data to show separately. 


#These Stock-Sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. 





WHOLESALERS’ accounts receivable and collections, by geographic regions, September 1939 


Total Accounts Receivable 
—Percentchange of 


September 1939 from 
Kind of Business and Region f — eee] sof Sept. 


1, 1989 
September August ( 
1938 939 (000’s) 


New England 
eee ek ack cebin seen ehuhabee 
Groceries and foods, except farm products 
Industrial supplies** 

Plumbing and heating supplies 
Tobacco and its products 

Middle Atlantic 
Automotive supplies. 

Clothing and furnishings, except shoes. 
Shoes and other footwear 

Drugs (without liquor department) 

Dry goods. 

Electrical goods 

Fresh fruits and vegetables 

Furniture and house furnishings 

Meats and meat products. 

Groceries and foods, except farm products 
General hardware 

Industrial supplies** 

Plumbing and heating supplies 

Jewelry 

Lumber and building materials 
Machinery, equipment and supplies, except electrical 
ne and its products 

Tobacco and its products 

East North Central 
Automotive supplies 
Paints and varnishes 
Clothing and furnishings, except shoes 
Drugs (without liquor department) 

Dry goods 

Electrical goods 

Fresh fruits and vegetables 

Meats and meat products 

Groceries and foods, except farm products 
General hardware 

‘ndustrial supplies** 

Plumbing and heating supplies 

Jewelry 

Lumber and building materials 5 
Machinery, equipment and supplies, except electrical 
Surgical equipment and supplies 

Metals.. 

Paper and its products 

Tobacco and its products 

West North Central 
Automotive supplies. 

Drugs (without liquor department) 
Drugs (with liquor department) 

Dry goods 

Electrical goods 

Fresh fruits and vegetables 

Furniture and house furnishings 
Groceries and foods, except farm products 
General hardware 

Industrial supplies** 

Plumbing and heating supplies 

South Atlantic 
Automotive supplies 
Drugs (without liquor department) 

Dry goods 

Electrical goods 

Fresh fruits and vegetables 

Groceries and foods, except farm products 
General hardware 

Industrial supplies** 

Plumbing and heating supplies 

Paper and its prod 

East South Central 

Drugs (without liquor department) 

Dry goods . 

ee Rs ek esueneesacetes ooh 
Groceries and foods, except farm products 

General hardware 

Industrial supplies** 

West South Central 
Automotive supplies 
Drugs (with liquor department) 

Dry g 

a eT Ne. od eed ecchunpsewh bak 
Groceries and foods, except farm products 

General hardware 

Machinery, equipment and supplies, except electrical 
Tobacco and its products 
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Automotive supplies 

Drugs (without liquor department) 

Electrical goods 

Fresh fruits and vegetables 

Groceries and foods, except farm products 
Pacific 

Automotive supplies 

Shoes and other footwear 

Dry goods 

Electrical goods 

Dairy and poultry products 

Fresh fruits and vegetables 

Furniture and house furnishings 

Meats and meat products 

Groceries and foods, except farm products. ... 

Wines and spirituous liquors 

General hardware. 

Industrial supplies** ; 

Plumbing and heating supplies. 

Lumber and building materials 

Machinery, equipment and supplies, except electrical........ 
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* Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms. 

- This heading also includes distributors of mill, mine and steam supplies. 

STATES COMPRISING REGIONS: New England—(Conn., Me., Mass., N. H., R. I., Vt.); Middle Atlantic—(N. J., N. Y., Pa.); East North Central—(Ill., Ind., Mich., 
Ohio, oo North Central—(Iowa, Kans., Minn., Mo., Nebr., N. Dak., 8. Dak.); South Atlantic—(Del., D. C., Fla., Ga., Md., N. Car., 8S. Car., Va., W. Va.); 
Pee eee. Ky., Miss., Tenn.); West South Centrai—(Ark., La., Okla., Texas); Mountain—(Ariz., Colo., Idaho, Mont., Nev., N. Mex., Utah, Wyo.): 





